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FOREWORD 


The pomp and circumstance of the Spanish visit of ex-President Trujillo of 
the Dominican Republic may prove that birds of a feather flock together, but it 
is a sorry bird in comparison with the bicephalous eagle which was once the 
symbol of Hispanidad. The tirades about Gibraltar are slowly dying down, but 
may be renewed at any time. While Franco denounces the idea of peaceful co- 
existence with Russia, Spain trades vigorously with the Iron Curtain countries, 
justifying this trade with the statement that not even iron ore is a strategic 


naterial. 


It is a tribute to Portugual that its African possessions remain quiet 
and that President Craveiro Lopes was received with popular enthusiasm during 
his extended tour of Angola. However, the situation in the Portuguese posses- 


sions in India is slowly deteriorating. 


The Guatemala episode provoked further demonstrations of anti-Americanism 
in Mexico; © Society of Friends of Guatemala was organized by a group of 
prominent Mexicans headed by Pedro de Alba, former Assistant Director of the 
Pan American Union. However, the Ruiz Cortines administration has shown in 
many ways that it is now eliminating its anti-American elements, such as 
Narciso Bassols. U.S. pressure is undoubtedly responsible, and the economic 
plight of Mexico makes it clear that salvation must come from the United States 
and not from Russia. Meanwhile, the Eisenhower administration is carrying on a 
clean-up campaign against wetbacks, much to the distress of some Californian 
and Texan farmers. This seems to be part of a deal between the government and 
the U.S. labor unions, and it is presumably not unrelated to the forthcoming 


elections. 


The big news of the month is of course the debacle of the Arbenz regime in 
Guatemala. It was accompanied by anti-U.S. demonstrations by students and 
workers in many Latin American capitals. While the triumph of Castillo Armas 
put an end to all this, the affair has left a scar on hemisphere relations. 
Some governments, notably that of the Dominican Republic, spoke openly of their 
support for the rebels, while Honduras, by allowing the invaders to organize on 
its territory, broke one of the basic principles in the Latin American doctrine 
of asylum. The critical problem remains the role of Ambassador Peurifoy in 
this affair. It is commonly assumed that he master-minded the revolution, and 
certainly his expressions of satisfaction at the outcome suggest intervention 
rather than the Estrada doctrine. The U.S. government has tried to counter 
charges that it was simply promoting the interests of the United Fruit Company 
by bringing at this time an anti-monopoly suit against the Company, which is 
thus caught "entre la espada y la pared" as the Spaniards say. The suit may be 
conveniently forgotten. Among other consequences of the revolution, the Haya 
de la Torre case is being reproduced a hundredfold as Arbenz and hundreds of 
his supporters crowd into the Mexican and other embassies. 


The Honduran government apparently facilitated the task of the Guatemalan 
rebels out of pique at the Guatemalan agents-provocateurs responsible for the 
strikes in Honduras, a country hitherto without labor unions. One outcome of 
the whole affair is that U.S. labor unions are sponsoring the creation of 
unions in Honduras, and have sent an organizer to that country. The city of 
San Salvador provided a meeting place for the various Guatemalan factions in 
their peace talks. There was some fear that, stimulated by the success of the 
Guatemalan invasion, President Somoza of Nicaragua would sponsor a similar 
march through Costa Rica. It has not materialized, but President Figueres of 


Costa Rica undoubtedly had such an eventuality in mind when he made peace with 
the United States, which he had hitherto attacked so sharply. Panama conspicu- 
ously failed to support the United States in the Guatemalan crisis on account 
of its resentment at the refusal of this country to grant its demands in the 
negotiations over the Panama Canal. 


Batista of Cuba sought to win the favor of the United States with new anti- 
Communist decrees. However, Batista's woes came rather from the group known as 
A.A.A., which turned out to mean Asociacién de Amigos de Aureliano, a group 
devoted to Aureliano Sanchez Arango, who escaped last month to Panama via the 


Uruguayan embassy. 


The most noteworthy events in Hispaniola were the good-will trips of 
President Magloire of Haiti and Generalissimo Trujillo of the Dominican 
Republic. Meanwhile, Governor Munoz Marin of Puerto Rico is being treated more 


and more like a head of state. 


President Pérez Jiménez of Venezuela has announced plans to reorganize his 
government under three broad heads: National Policy, Production and General 
Services. Plans were also published to create a government-controlled steel- 
mill at Puerto Ordaz, where the Orinoco and the Caronf meet; the latter river 
will provide electric power for the mill, a hydro-electric plant being planned 


for this purpose. 


The good name of Colombia was again tarnished by bloodshed when perhaps as 
many as 24 students were killed in a clash with police. While one government 
version tries to pin the blame on an agitator who fired the initial shot from a 
first-story window, other government stories contradict this account. Official 
denials of a rift between the police and the army did not allay doubts on this 
score. On this discordant note Rojas Pinilla approached the first year of his 
promised "Paz, Justicia, Libertad." 


The Ecuadorean Government is encouraging banana-growers, especially in the 
Esmeraldas district, to take up coffee planting instead; the price of that 
commodity in the United States is stimulating similar developments throughout 
Latin America. Peru continues to develop its oil resources, while unhappy 
Bolivia hopes to develop the large Mutin iron-ore deposit in southeastern 
Bolivia near the Brazilian border. 


In Chile there has been a cabinet shake-up as a result of which the 
Ministry of Foreign Relations will be headed by the brilliant intellectual 
Pedro Lira Urquieta, while Tobfas Barros Ortiz moves over to the Deferse Depart- 
ment. In a period when the colonels and generals are busy saving everything, 
it is good to see Chile preserving its civilista tradition. This is surprising 
in view of the series of strikes which have paralyzed Chilean economic life. 


Peru has hitherto had correct but cool relations with Argentina. Now a 
triangular barter arrangement involving Peru, Germany and Argentina has been 
made to help bring into being the million-dollar steel industry contemplated 
by Perén's Second Five-Year Plan. In exchange for shipments to Peru of 300 , 000 
tons of Argentine wheat and about 15,000 tons of meat annually, the Compania 
Finaneiera del Pert will make available to Argentina a credit of $125 million 
for the purchase in Germany of steel-manufacturing equipment. The whole deal 
sounds fantastic; for Peru to be financing in this way Argentine industrializa- 
tion makes much less sense than the not-too-successful barter arrangement 
between Argentina and Chile. Relations between Argentina and Uruguay have 


improved slightly, despite the arrest in Montevideo of two Peronista labor 
leaders accused of plotting a revolution against the democratic Uruguayan 
government. The new ruler of Paraguay, General Alfredo Stroessner, is proving 
more internationally -minded than was expected, and it is hoped that he will 


open that country to foreign investment. 


Vargas' minimum-wage law has provided a focal point for the political 
unrest in Brazil, and an attempt to impeach Vargas, while not likely to succeed, 
will permit Vargas' congressional enemies to make impassioned denunciations. 
Meanwhile, Sao Paulo continues to celebrate its fourth centennial and to 


attract new industries. 


Ronald Hilton 
Editor 


IBERIAN PENINSULA 
SPAIN 


Generalissimo Rafael L. Trujillo, ex-President and present strong man of 
the Dominican Republic, paid an official visit to Generalissimo Franco in 
Madrid. Spanish Foreign Minister Martin Artajo went to the Galician port of 
Vigo to receive the visitor on behalf of Franco and accompanied him on a 
special train to Madrid. General Franco and his cabinet were on hand to greet 
him at the station, as were official representatives of the army, the navy, 
and the Church. His 10-day stay was marked by a lavish program of tours, 
hunting parties, and banquets which were climaxed by an exchange of decorations 
by the two generalissimos. Franco received the "Order of Trujillo" and 
Trujillo was decorated with the "Gran Collar de la Orden de Isabel la 
Catélica." Trujillo is the first Latin American ruler (even though technically 
not in office) to visit Spain since Franco came into power and the fact was 
duly noted and greatly enlarged upon by the government-controlled Spanish press, 
which is desperately looking for evidence of the growth of the Hispanidad 


movement. 


- The Gibraltar question continues to smolder and Generalissimo Franco's 
agitation for the return of "El Penon" ("The Rock") may lead to the closing of 
the frontier by Spain and the severance of La Linea's and Gibraltar's 


oh 


dependence on each other. La Linea de la Concepeién and Gibralter are 
separated by a frontier but connected by a strong bond of economic dependence. 
Gibraltar needs the 12,000 Spanish workers who commute every week-day between 
their homes in La Linea and their jobs in Gibraltar. They constitue two-thirds 
of the labor force which makes "The Rock" an important fueling station, able to 
handle 70 ships per month. La Linea, on the other hand, has grown from a 
sleepy little hamlet to a town of 80,000 in less than 80 years, because tlie 
attraction of work on the Rock has drawn people from the surrounding area of 
Andalucia, one of the poorest sections in Spain. According to La Linea's 
mayor, Alfonso Cruz Herrera, La Linea is economically dependent on Gibraltar to 
such an extent that it can be considered a suburb of Gibraltar. He added that 
to a Spaniard it is very painful to see the British flag flying over "The Rock" 
and that all the people of La Linea look forward to the day when "El Caudillo" 
will free them from such shameful economic servitude. One possible solution, 
according to Mayor Herrera, may be the setting up of new industries in Spain by 
means of American aid. This solution would not help the Spanish territory 
adjoining Gibraltar, since there is no economic basis for such industries 
there. 


Meanwhile the Spanish workers find certain advantages as well as disadvan- 
tages in working for the British. Among the advantages is the opportunity for 
lucrative employment which their native Andalucfa cannot offer. The weekly 
wage of 350 pesetas ($8.75) is about twice what they could get in Spain. There 
is also the opportunity for smuggling, a sideline which is very much a part of 
the local picture and certainly not to be ignored. The principal 
"disadvantage" is the loss of social security benefits enjoyed by other Spanish 
workers who are employed in Spain. Since they are not British subjects,neither 
are they entitled to benefits enjoyed by other workers on Gibraltar. Second, 
although the basic pay of similarly qualified Spaniards and Gibraltarians is 
the same, the cost-of-living bonus received by the Spaniard is only one-half 
that received by the British subject. Third, the Spanish Government takes a 
cut from the wages of Spanish workers employed on Gibraltar. They are paid in 
sterling but are required to change 4/5 of their pay at the offical exchange 
rate of 109.50 pesetas per pound. In Gibraltar, the exchange rate is 120 
pesetas per pound. 


In an address to the National Congress of Textile Manufacturers in Madrid, 
Minister of Commerce Manuel Arburta said that the construction of United 
States naval and air bases in Spain will improve the national economy by 
increasing production in many industrial areas. According to some Spanish 
economists, the purpose of this statement was to allay fears that United 
States spending in Spain for the bases, and the presence of several thousand 
members of the U.S. Armed forces would accelerate the inflationary spiral which 
is already evident. This trend has forced the government to grant substantial 
nationwide wage increases. To some economists, Arburiia's statement only served 
to confirm their belief that Spain is suffering from a "regression." 


In an exclusive, and much quoted, interview published in the New York 
World Telegram and Sun, Generalissimo Franco declared that a complete trade 
embargo against Communist nations is the only way to win the "cold war." He 
called for a coalition of all anti-Communist countries on the issue. "If the 
anti-Communist nations of the West will unite with those of the Far East on a 
joint economic program, they can win the cold war on all fronts," General 
Franco said. "Unfortunately, at present they are not winning the cold war. 
They will not win it until they put the desire for peace above the desire for 
profit through trade with Russia. 


Two weeks later, as if in direct contradiction of the General's statement, 
the Ministry of Commerce revealed that Spain had sold to Poland 300,000 metric 
tons of iron ore in exchange for 178,950 metric tons of coal. Spaniards 
explained that the iron ore was purchased by the Atlas Handel Compeny of 
Munich in West Germeny, and that Spain is not responsible for its ultimate 
destination. They added that in any case, iron ore is not a strategic mineral 
and that, consequently, it can be freely exported to the Soviet bloc. Such 
shipments from Spain to Iron Curtain countries by intermediaries in a third 
country are common, and the Spaniards certainly know the ultimate destination 
of their produce. Moreover, a cargo of iron ore from the Melilla mines is now 
aboard a ship heading directly for a Polish port, understood to be Gdynia. 


According to foreign economists, no strategic materials have been sold by 
Spain to the Soviet bloc this year. Since the signing last September of the 
United States-Spanish agreement on economic and military collaboration, Spain 
has halted all export cf strategic minerals to the Soviet bloc despite what 
have been described as "very attractive offers." According to an official 
source, practically all of Spain's mercury production has been sold to the 
United States; reports that it has been made available to Soviet-dominated 
countries, it asserted, are without foundation. 


A bill which is designed to ease Spain's housing shortage is expected to 
be approved soon by the Cortes(congress}. The bill would create a national 
council to stimulate the construction of low-rent apartments for families now 
living in unhealthy over-crowded tenements, barracks, and even caves. The bill 
also would encourage private investment by granting long-term tax exemption to 
owners of new dwellings, state subsidies to prospective builders, and priority 
in delivering construction materials such as cement and steel, which are 
difficult to obtain because of insufficient production. 


According to available statistics, nearly one million families do not have 
proper dwellings. Moreover, Spain's population of 28.5 million is increasing 
at the rate of 300,000 a year. It would take a minimum of 110,000 new dwell- 
ings each year merely to absorb the normal growth and to replace homes which 
are found unfit for human habitation. The average number of housing units now 
being built is estimated at 25,000 a year, thus leaving a shortage of &5,000. 
According to the National Association of Architects, it would take at least 
175,000 new units each year for the next 10 years to solve the problem 
completely. 


The Government cannot undertake to finance such a large program because it 
would cost about $50 billion, or approximately 84 of the national income. 
Private capital has been reluctant to make any appreciable investment in low- 
rent housing because of the high cost of materials and the profit restrictions 
imposed by the rent ceilings. The average returns from such an investment is 
about 2.5%, which is lower than that yielded by industrial investment. 


The National Association of Architects has long urged the government to 
enact legislation to make real estate investment more attractive to private 
capital because only thus can the problem be solved. The pending bill is 
regarded as a step in the right direction. However, the Association has stated 
that if the state provides the guarantee and "private capital fails in the 
social duty that the wealthier classes are expected to perform, the fatal and 
grave consequences of that irresponsible behavior will affect all of us." 


« 6 


According to a report recently published in Madrid, Spain's abundant 
rainfall and cool temperatures are expected to produce an excellent grain crop. 
Wheat production is expected to te between 4.2 million and 4.5 million metric 
tons, or about 50% higher than last year's yield. Prospects for cther cereals 
are said to be equally bright. Consequently, Spain is expected to limit her 
import of cereals and use her foreign reserve for the purchase of capital goods 
needed for development of industrial projects. 


Last year, because of the poor crop, Spain was forced to import 1.1 
million metric tons of wheat, mostly from the dollar area. Right now Spain has 
enough wheat reserves to last until next September. Officials estimate that in 
view of the promising harvest, there will be enough to take care cf nationel 
needs until the fall of 1955. However, next year Spain will import her quota 
of 250,000 tons of wheat under the International Wheat Agreement and use it to 
build up her reserves as a guarantee against "lean years." 


The harvesting machinery which is being acquired under the U.S. economic 
aid program is expected to reduce the amount of loss which results from over- 
ripeness of the wheat due to the slowness of hand-harvesting. Purchase of the 
equipment has already been authorized by the Foreign Operations Administration 
in Washington. 


PORTUGAL 


President Craveiro Lopes spent all of June on his official tour of 
inspection of the province of Angola. He made an extended trip through that 
large African territory, visiting interior cities and settlements as well as the 
coastal capital of Luanda. He was received everywhere with great enthusiasm 
and demonstrations of affection by the native as well as the European populace. 
According to Noticias de Portugal, the official organ of the Portuguese Govern- 
ment, the reception given to the President in the colony and the homage paid to 
his person serve to show the world that Portugal's "colonizing genius" has no 
equal in the world. 


Admiral Salvador Moreno Fernandez, Spanish Minister of the Navy, made an 
official visit to Lisbon at the invitation of his Portuguese counterpart, 
Admiral Américo Tomds. During his brief stay he visited the most important 
naval installations and schools as well as the Marine Museum and the Arsenal, 
all of which he praised as "worthy of a great naval power." At the official 
banquet given in his honor, Admiral Moreno stated that Portugal and Spain are 
giving the world "a lesson in cordial and perfect understanding between two 
peoples who know how to respect and understand each other." 


On June 18, General Gruenther, Commander-in-Chief of the NATO forces, 
arrived in Lisbon on an official visit to confer with the Minister of National 
Defense, the Foreign Minister and the Chief of State. It was Gruenther's 
fourth visit to Portugal, the first having been in January 1951 when he 
accompanied General Eisenhower. He praised Portugal as an important member of 
NATO which has always recognized the value of vigilance in order to preserve 
its liberties. He added that in Portugal he had found "a spirit of faith in 
and loyalty to NATO, without which our mission for the preservation of peace 
cannot be successful." 


The National Marian Congress held in Braga from June 8 to 13 proclaimed to 
the world the need for the cult to Our Lady. The doctrine of the Immaculate 


Conception was made an article of faith by Pope Pius IX in 1854, and this event 
as celebrated with great ceremonies that year in the church of the Convent of 
Our Lady of Mercy in the north Portuguese city of Braga, which still clings to 
the title of Primate See of Spain and Portugal. In 1904 the golden jubilee was 
celebrated in Braga. This year, following the tradition, the Marian Congress 
was held there. Attended by half a million persons, the congress was presided 
over by Cardinal Manuel Gongalves Cerejeire of Lisbon, who served as Papal 
Legate. Archbishop Fernando Cento, Papal Nuncio to Portugal also attended. 


The first Canadian trade agreements with Portugal will go into force on 
July 1. They provide for the most-favored-nation treatment as to customs 
duties and related matters. Portugal undertakes to make available import 
licenses and dollar exchange for an annual importation of 3,000 metric tons of 
dry salted codfish. These arrangements are expected to improve and help 
stabilize sales of Canadian salted cod to Portugal --- once an important market 
for Newfoundland fish. In recent years Portugal has been sending out an ever 
larger fishing fleet and has been buying from Norway, France and Iceland. 
Portuguese colonies will also be accorded the same treatment by Canada, for the 
first time. This will encourage shipment of coffee from the Portuguese 


colonies to Canada. 


Six U.S. naval vessels, part of the 1954 midshipmen's practice squadron 
under the command of Rear Admiral R. E. Libby, made a routine visit to Lisbon 
June 19-24. The U.S.S. Missouri formed part of the squadron. 


The Portuguese Geographical Society has announced the discovery of an 
ancient, walled "lost city" in the wilds of southern Angola, Portuguese West 
Africa. Found by the Society's chief explorer, José Andrade Franca, the 
remains appear to be those of a fortified town near the Cunene River in the 
hill country. According to the report, there are vestiges of circular houses, 
averaging from 6 to 9 feet in diameter, and a conical stone tower. Similar 
ruins were found in Southern Rhodesia, several years ago, more than 1,000 miles 
to the east. 


MEXICO 


Relations between Mexico and Guatemala have aroused considerable concern 
in the United States. At the Caracas conference, Mexico abstained from voting 
on the anti-Communist resolution proposed by the United States. Observers 
interpreted this to mean that Mexico officially supported the Arbenz adminis- 
traticn, and unofficially approved of a growing anti-American spirit among the 
lexican people. Mexico maintained that Guatemalan events presented no danger 
to the rest of the Americas and that Communism in Guatemala was different from 


international Communism. 


Mexico has now officially changed its attitude towards the problem of 
Communism. In a speech to newspapermen and publishers on June 7, President 
Ruiz Cortines said that the problem in Guatemala is a matter of grave concern 
to the entire hemisphere. He emphasized that "continental solidarity" is one 
of the basic ideals of the Mexican way of life. It would seem that Mexico's 
official thinking is now more in line with that of the United States. 


On June 12, large advertisements appeared in leading newspapers in Mexico 
City which appealed to Mexico and Mexicans "to stand at the side” of Guatemala 
in her dispute with the United States over the rise of Communist influence in 


the republic. The advertisements were published by the "Society of Friends of 
Guatemale," a group of prominent persons none of whom previously had been 
openly identified with Conmunist causes. The president of the "Society" is 
Pedro de Alba, formerly Assistant Director of the Pan American Union and an 
influential senator. On its board of directors is Antonio Martinez Baez, 
Minister of Economy in the pro-U.S. Aleman administration. The advertisements, 
which generally criticized the United Fruit Company and the United States, 
showed that a large, vocal and influential sector of the population was firmly 
on Guatemala's side. On June 13, the Guatemalan Embassy released the text of a 
message Of support and sympathy sent to the Guatemalan Government on May 29 by 
General Lazaro Cardenas, former President of Mexico and conceded to be one of 
the most powerful politicians in the country. The release of this message was 
interpreted by some observers as a warning to the government not to carry its 
policy shift too far. Three days later, Ultimas Noticias, a conservative 
Mexico City daily, called Cardenas an "indiscreet demogogue" for having sent 
the message, and effectively told him that he was no longer running Mexico. 
This was the first time that Cardenas had been attacked publicly. 


On June 16, in the first of a series of Communist-tainted demonstrations, 
university students paraded in downtown Mexico City with placards that 
denounced the United States and proclaimed their support for Guatemala. On 
June 24, 30 policemen of the riot squad were on guard around the United States 
Embassy when groups of students placed a wreath “in memory of the Good Neighbor’ 
Policy" at the front door. The students were led by Cuauhtemoc Cardenas, son 
of the former President. Later that day, Guatemalan Ambassador Roberto 
Alvarado Fuentes raised his country's flag on the main square of the University 
of Mexico campus at the invitation of the faculty and students. 


In notable contrast to the demonstration, explicit instructions of 
President Ruiz Cortines were given to assure the American community in Mexico, 
and indirectly the United States Government, that the present administration is 
not anti-yangui. Two official acts supported this idea. The first was the 
removal of Narcisso’ Bassols from the presidential staff of advisers (H.A.R., 
VII: 2). Bassols, former ambassador to the Soviet Union, is regarded by many 
as a sympathizer of the Communist cause. He has been sent on a mission to 
Europe for an indefinite time (reminiscent of such missions in the days of 
Porfirio Diaz), and there seems to be no probability of his returning to the 
presidential staff. The second act was the switch in policy regarding 
Guatemala. Also, one of the major worries of the United States was the 
government's reluctance to grant visas to would-be U.S. investors, technicians, 
and managerial personnel. Although the tensions have been eased, relations are 
still far from being completely satisfactory. Encouraging as these measures 
are, they have not been widely publicized in Mexico. It would be politically 
unwise at this time to arouse the attention of the Mexican public to the fact 
that there had been any improvement in relations with the United States. The 
anti-U.S. groups have not been eliminated from the government, but it is now 
Clear that the pendulum has swung over in favor of the pro-U.S. elements. 


Rumors in Mexico City, as reported by Sidney Gruson in the New York Times, 


contend that the United States is at least partly responsible for Mexico's 
economic difficulties, and that the U.S. deliberately withheld loans from the 
Export-Import Bank and influenced the International Bank for Reconstruction and 
Development to do the same because the Eisenhower Administration was not 

pleased with the anti-American attitude of various cabinet members. Consequent- 
ly, President Ruiz Cortines is allegedly giving consideration to several cabinet 
changes. One of the unconfirmed stories claims that Manuel Tello, Ambassador 


to Washington and Foreign Minister for a time during the Aleman administration, 
will replace Foreign Minister Luis Padilla Nervo who has been ill. The story 
goes that President Ruiz Cortines was made aware that Mexico could not afford 
to antagonize the United States further, and that the reversal in policy with 
regard to Guatemala was an effort on the part of Mexico to get back into the 


good graces of the United States. 


Meanwhile, Mexico and the United States are still having problems with 
migrant labor. In a move to curb the record influx of illegal migrant workers 
("wetbacks"), the United States Department of Justice announced that federal, 
state, and local officials would unite in an intensive effort to round up 
aliens along the Mexican border. Over one million "wetbacks" were caught and 
deported in 1953; at present, apprehensions are averaging 75,000 a month. 
Technically, such border jumpers are liable to prison terms of up to two years, 
but their numbers have been so great as to defy prosecution. The campaign, 
directed by Joseph M. Swing, Commissioner of the U.S. Immigration and 
Naturalization Service, was focused on California, where the number of 
"wetback" aliens was estimated to be between 100,000 and 200,000. Reinforce- 
ments from other areas increased the border patrol to 700, three times its 
normal size. The campaign began June 17, after a seven-day period of grace 
which was given to farmers to rid their ranches of illegal entrants. 

Roadblocks were set-up and trains were searched. The patrol operated mostly by 
jeep and plane. During the first week, 2,000 "wetbacks" were apprehended 

daily; later, this figure dropped to about half. The captured aliens were 
loaded into buses and transported to Nogales, Arizona, where they were housed 
and fed while awaiting deportation. Nogales was chosen as the port of 
deportation because it is 350 miles from Mexicali, the principal contracting 
center. The object was to discourage re-entry by making access to the Mexicali 


area difficult. 


Meanwhile, there had been a voluntary mass exodus from Southern Califor- 
nia. It is assumed that "wetbacks" préferred to return to the Mexicali area 
rather than risk being caught and shipped to Nogales. The "wetbacks" realize 
that as they are chased out of California there will be a corresponding 
increase in farmer's demands for contract labor. Therefore, if they can stay 
in this area, they have a better chance, not only of getting back into the 
United States again, but also of becoming legally contracted workers, or 
braceros, 34,000 of whom have been hired to date. The "wetbacks" were replaced 
with braceros so that there was little interruption in necessary agricultural 


operations. 


To insure the success of this "clean-up" campaign, Attorney General 
Herbert Brownell, Jr., will ask the United States Congress to pass two laws to 
provide the Justice Department with "much needed weapons" to decrease 
effectively the number of illegal crossings. These laws would: (1) authorize 
seizure and forfeiture of any vehicle or vessel used to transport aliens in 
violation of the immigration laws; (2) authorize a court injunction to restrain 
an employer from continuing to hire aliens illegally in this country when the 
employer had knowledge that the alien was an illegal entrant. These two pro- 
posed laws have received the support of unions in the United States and Mexico, 
while U.S. Farmers are disgruntled. There seems to have been some deal by 
which the Eisenhower Administration would support the union on this issue. 


It is possible that the mass round-up of the "wetbacks" resulted from 


pressures exerted by the Joint U.S.-Mexican Trade Union Committee conference 
which was held in Nuevo Laredo, Mexico, on May 11-14 (H.A.R., VII: 5). 


Highlights of the conference were resolutions demanding: (1) that representa- 
tives from U.S. and Mexican unions be given consultative status on the 
Internetional Commission on Migrant Workers; (2) that United States citizens be 
penalized by law for hiring illegal entrants, or aiding their entry into the 
United States; (3) that the border be more effectively patrolled; (4) that 
union representatives be stationed at recruiting centers to encourage migrant 
workers to exercise their rights to protect their own interests. It was agreed 
by the conference as a whole that steps should be taken to end all importation 


of seasonal workers. 


The devaluation of mid-April has brought in its wake inflation, threatened 
strikes and a deterioration of the tourist business. Leaders of Mexico's 
largest and most powerful labor organization, the Confederacién de Trabajadores 
Mexicanos (C.T.M.), have ordered a general strike of its 2 million members to 
begin July 12. Pledges from other unions indicate that 85% of the country's 
organized workers would halt work if the strike were started. The labor 
leaders are asking for a general wage increase of 24% as a minimum to meet the 
rise in the cost of living since the devaluation of the peso (H.A.R., 

VII: 4,5). Trouble between labor and employers has been brewing for some 
time. Fidel Velazquez, president of the C.T.M., declared, "We must abandon our 
attitude of moderation and return to the revolutionary struggle of 40 years 
ago. We must remember that the revolution was not made to enrich a few but to 
elevate the people and free them from their exploiters." In general, private 
employers had agreed to raise wages 10%, following the advice of President Ruiz 
Cortines last month (H.A.R., VII: 5). Labor's position is that this was to be 
the minimum increase, and it was free to strike if 10% did not cover the 
increase in the cost of living. It is not known whether the strike order 
applies only against private industry or includes governmental agencies such as 
Petréleos Mexicanos. So far, talks to stave off the strike have not been suc- 
cessful. The government has no desire to pile strike troubles on top of its 
pressing economic difficulties, but it has no legal recourse to prevent the 
strike. 

In order to restrict nonessential imports, drastic increases in the import 
duties on luxury articles were announced June 3 in four presidential decrees. 
Existing duties were raised considerably, and additional ad valorem duties of 
up to 100% in most cases were applied to high-priced motor-cars, jewelry, furs, 
perfumes, furniture, clothing, beverages, cigarettes, china, radio and 
television sets, toys, and certain foodstuffs. The increase in duties, it is 
hoped, will keep Mexico's imports within the limits of what can be paid for 
with exports. It was estimated that imports from the U.S. of some 400 articles 
named in the list amounted to $44 million in 1953, which was 8% of all Mexican 
imports. Another decree on June 5 declared that no luxury article can be 
imported without a special permit. It is believed that the new taxes and 
restrictions are temporary, and will be removed when Mexico is back on its 
feet economically. Duty increases have not been applied to machinery, 
essential foodstuffs, and producer goods considered important to the nation's 
economy. 


These efforts to control luxury imports are not likely to have much effect 
on trade figures for the first six months of this year because importers have 
been stocking up for the last two months in anticipation of tariff rises. 

There is also a tendency in Mexico for local producers to raise their prices 
when competitive imports become more expensive as a result of the duty 
increases. This, of course, nullifies a considerable part of the effect, and 
the government has been making efforts to keep domestic prices down. Minister 
of Economy Gilberto Loyo publicly urged buyers to go on strike against higher 


prices and asked them to report to government inspectors when they believed 
they were overcharged. He also asked workers to demand that their trade unions 
or companies set up retail stores to sell goods at cost. Such stores were 
given business tax exemptions in a recent government order. 


Tourism to Mexico has dropped sharply since the devaluation of the peso 
because of confusion over the present inflation. It had been expected that the 
drop in the peso would be a boon to the tourist business, and that Americans 
would take advantage of a bargain vacation. The American Chamber of Commerce 
in Mexico is sponsoring a campaign to attract badly needed tourist dollars. 


Mexico's northwest region is having an agricultural boom, and the govern- 
ment plans to keep it snowballing with a new $500 million development program 
to cover the next 10 years. Record crops of corn, wheat, beans and cotton are 
expected this year (H.A.R., VII: 5). Development will be focused around five 


of the area's main river systems. 


Other news from the North was less encouraging. The disastrous flood of 
the Rio Grande left 12,000 homeless in Villa Acuna in the State of Coahuila, 
just opposite Del Rio, Texas. The number of dead and missing has yet to be 
determined. At Rfo Bravo, near Matamoros, a Mexican army officer was killed 
and three other men injured when 100 landless farmers tried to occupy 1,500 
acres Of a large farm by force. Authorities denied the affair was Communist- 
inspired and there was no suggestion that any anti-American sentiment was 
involved. At Cananea, Sonora, a mob of 3,000 shouting "Down with Yankee 
imperialism!" forced the second release of eight land squatters from jail. 

The Cananea Cattle Company, operated by United States citizens, owns the land 
claimed by the farmers. The squatters were bailed out after their first arrest 
by a leftist attorney from Mexico City, Erasmo Lozano. They were arrested a 
second time for re-occupation of the land; Communist leaders provoked the riot 


which affected their "jailbreak." 


The 2,400-kilometer Mexico City-Guadalajara-Nogales highway is completed, 
bringing the West coast of the U.S. within easy access to the Mexican capital. 
It is hoped that this new highway will give some impetus to tourism. It is 
the third link between Mexico City and the U.S. border. 


CENTRAL AMERICA AND PANAMA 
GUATEMALA 


The political scene in Guatemala is dominated by a new personality, 
Colonel Carlos Castillo Armas, who sparked a revolt which resulted in the over- 
throw of the Arbenz Government late in June and brought about the end of 
Communist influence in the government of the country. Castillo Armas is a 
40-year-old career army man, and comes from a comfortably well-off planter 
family which owns plantations in Escuintla Province. He went through the 
Escuela Politécnica, Guatemala's West Point, and later became its commandant. 
He is an avowed anti-Communist, while some sources have expressed fear that he 
is an extreme rightist and likely to back-track on many of the progressive 
social reforms put into motion by the Arbenz regime. He is reportedly a nephew 
and former secretary of ex-President Ubico, who ruled Guatemala with a strong 
hand during the war years. He was arrested in November 1950 after a military 
uprising and was later sentenced to death for treason. After a spectacular 
escape from prison in June 1951, he gained asylum in the Colombian Embassy in 


Guatemala City; he then got a safe-conéuct ovt of the country and took 
political asylum in Colombia. From there he went to Honduras, where he planned 
the revolution. Some of the other Guatemalan army officers in the junta which 
was established after the successful completion of the revolt have a similar 
background. Colonel Elfego Monzén is e career army men with a documentable 
record of anti-Communism. Colonel Luis Cruz Salazar, another junta memter, is 
a staunch anti-Communist and the son of Ubico's foreign minister who served 
during the heyday of the former's dictatorship. 


The success of the Guatemalan revolution was due largely to defection in 
the Army. Indications that the Army was not going to support Arbenz in the 
event of an anti-Communist revolt can be traced back to the arms shipment which 
Guatemala received from behind the Iron Curtain last month (H.A.R., VII: 5). 
The landing of the arms in Guatemala and the recurring rumors that they were to 
be used to arm the peasant labor confederations resulted in the Army's first 
alert to the Communist danger. The United States also expressed concern and 
proposed an emergency meeting of American Foreign Ministers to discuss the 
Communist problem in Guatemala (H.A.R., VII: 5). In the first part of June, 
two incidents took place which perhaps suggest that the U.S. State Department 
took a wrong approach with regard to the Guatemalan situation. On June 17, the 
U.S. requested the maritime nations of the free world to put an embargo on arms 
sought by Guatemala. The request, which included the right to search and seize 
2llied ships suspected of violating the proposed embargo, was sternly rejected 
by all the European governments approached, since it meant curtailing the 
traditional rights of freedom of the seas which the U.S. itself had always 
championed. A few days before the Guatemalan war started, news came from 
Washington that the U.S. had stopped a shipment of ammunition which was being 
sent from Switzerland to Guatemala through Amsterdam. ‘Some feel this action 
was the reason why the arms sent to Guatemala from behind the Iron Curtain last 
month were not used by the Arbenz Government against the invaders. Others 
state that the intercepted ammunition was for practice only and would not have 
been useful to Arbenz in the conflict. Finally, the New York Times believes 
the "Communist arms" were merely rusty German World War 2 materiel. If the 
latter two cases are true the policy of interference on the part of the U.S. 
State Department may have been ill-advised. 


The activities of the Arbenz regime throughout the first part of the month 
gave early indications of the trouble that was to come. The government, 
clearly concerned over the effectiveness of Castillo Armas' long-distance 
propaganda campaign last month (H.A.R., VII: 5), and increasingly aware of 
deviations among anti-Communists in the government coalition, began a crackdown 
on known anti-Communist leaders in Guatemala City as early as the latter part 
of May. On May 31, the uncovering of a new plot was publicly announced. The 
announcement was followed by police raids--without search warrants--and the 
mysterious disappearance of several prominent anti-Communists. The Communist 
press did its part by taking up and magnifying the threat of a gigantic foreign 
invasion in an effort to rally popular support for the government, which, it 
Said, was about to be the victim of "bloodthirsty international reactionaries." 

The government also began preparations to defend itself against an attack by 
arming the peasant confederations. A Communist congressman warned that "in 
case of an emergency we will order the beheading of all anti-Communists." The 
following day, June 8, just after the anti-Communist newspapers in Guatemala 
City had cried out the dangers of another St. Bartholomew's Day massacre and 
denounced the arming of the peasants as the first step towards a people's army, 
the government declared the threatened state of emergency. All civil liberties 
were suspended and the press and radio were censored. Further arrests and then 
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terrorist killings followed. Persecuted anti-Communists sought and gained 
asylum at foreign embassies. The former head of the Guatemalan Air Force, 
Colonel Rodolfo Mendoza Azurdia, fled to El Salvador, from whence he returned 
June 19 to join the rebel forces when the civil war broke cut. 


As Castillo Armas had assumed, the final success of the revolution would 
depend on whether the Guatemalan Army supported Arbenz or not. The Army's 
noticeable concern with the Communist danger in Guatemala following the landing 
of the arms last month was the rebel leader's signal. His original plan, which 
called for invasions from Mexico and El Salvador as well as Honduras, 
miscarried when the rebel bands approaching Guatemala from Mexico and El 
Salvador were intercepted ‘by officials of the respective neighbouring countries 
and were not allowed to advance. A group of rebels which landed at Puerto 
Barrios, in Guatemala was arrested by Arbenz' forces and disappeared. Thus 
when Castillo Armas crossed into Guatemala from Honduras his group was the only 
one in the field against Arbenz. The military phase of the conflict began 
June 18 when rebel planes, reportedly based in Nicaragua, blew up fuel tanks 
at the Atlantic Coast port of Puerto Barrios and strafed rooftops in other 
strategic towns. Castillo Armas' invasion began at 5 p.m. the same day when 
he moved into Guatemala from Honduras with a small group of fellow exiles and 
took the towns of Esquipulas and Chiquimula. As he advanced deeper into 
Guatemala, he began a sporadic psychological and military campaign which 
increased in its effectiveness as scores of Guatemalan peasants joined his 
forces and as anti-Communist leaders in Guatemala City--some of them members of 
the coalition supporting Arbenz and many of them Army officials--gave signs of 
openly supporting the rebel cause. Fighting was limited to minor clashes in 
isolated areas in the southern part of the country, chiefly due to the 
difficult terrain, the lack of roads, and the rebels' shortage of arms. Even 
after Arbenz sent a 500-man force on June 21 to fight the rebels at Zacapa, 
clashes were few and far between. The rebels' military strength was in the 
air. Castillo Armas' four F-47 Thunderbolts scored successfully by bombing the 
government's key fort in Guatemala City and by destroying gasoline supplies 
held in reserve in the Pacific coast port of San José. Arbenz had only a few 
antiquated training planes which would have proved ineffective against the 
fighters even if he had been able to use them. His Army was apathetic, and 
most of his pilots had fled to El Salvador and were joining Castillo Armas' 


forces, 


By June 27, the rebels--particularly due to their "air power"--had become 
a real threat to the Arbenz regime; defection in the Army and in the cabinet 
appeared. Arbenz' Foreign Minister, Guillermo Toriello, called on U.S. 
Ambassador Peurifoy, who was to play a major if unofficial rdle in the 
political changes which followed, and offered to resign. Peurifoy naturally 
replied that he was in no position to accept the resignation, but that it was 
his personal opinion that, if the government wanted a cease-fire, the quickest 
way to get one would be for Arbenz and his Communist associates to resign. 
Colonel Carlos Enrique Diaz, head of the Armed forces, approached Peurifoy with 
| a proposal whereby Arbenz would be induced to resign in favor of Diaz if the 
Ambassador helped arrange cease-fire talks with Castillo Armas. The 
conversation which ensued between Diaz and Peurifoy is unknown, but Dfaz went 
to see Arbenz and told him what was in prospect. The result was that Arbenz 
resigned and Diaz took over. The latter then established a three-man junta 
with himself as head, and proceeded to outlaw the Communist party, promising to 
prosecute Arbenz' Communist friends. During the hectic hours which followed, 
Diaz got only non-committal reports from Ambsssador Peurifoy on the progress of 
cease-fire arrangements. Some sources believe this to be due to Peurifoy's 
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reputed suspicions of the insincerity of Diaz' anti-Communist stand. Meanwhile 
pressure was being exerted on Diaz from other rebel sources: Castillo Armas 
refused to accept the Diaz junta and continued his bombardments. Finally one 
of the Army officers in the junta, Colonel Elfego Monz6n, gave signs of 
impatience and forced Diaz at the point of a machine gun to resign. Monzén 
formed a new junta and promptly received the blessing of Peurifoy, who 
presumably was impressed with his anti-Communist record. Monzon had been 
Minister of the Interior in the Arbenz regime until he tried to close down the 
Communist press and a Communist indoctrination school, at which time he had 
been relegated to an obscure post. When Monzén took over the government, 
arrangements for cease-fire talks with Castillo Armas promptly got under way; 
they were handled ostensibly by the Papal Nuncio, Monsignor Gennaro Verolino. 


The truce talks were finally held in San Salvador .on June 30 and July 2. 
Present at the meetings were President Osorio of El Salvador--who had suggested 
the meetings be held there--U.S. Ambassador to El Salvador Michael McDermott, 
and the Vatican representative. After early indications that the talks were 
bogging down due to the personal rivalry of Monzén and Castillo Armas, Peurifoy 
turned up with a compromise plan which saved the day. His modus vivendi 
providing for a junta of 5 officers headed by Monzon, with Castille Armas in a 
secondary position, proved acceptable to both officers. The junta would govern 
the country for 15 days, at which time a provisional president would be elected 
from among the junta members. The provisional president would hold office 
until nation-wide elections could be held. The anti-Communist leaders received 
2 warm reception when they returned to Guatemala City July 3. 


The diplomatic clash which followed the outbreak of the Guatemalan civil 
war raised the question as to the relationship between the United Nations and 
regional organizations, in this case the Organization of American States. On 
June 19, the Arbenz government demanded an emergency meeting of the U.N. 
Security Council for the following day, a Sunday, to discuss the "aggression" 
of Honduras and Nicaragua. In its accusation, Guatemala also implicated the 
U.S. The Guatemalan appeal was based on Articles 34, 35, and 39 of the U.N. 
Charter. U.S. Ambassador to the U.N., Henry Cabot Lodge, chairman of the 
Security Council for this month, gave indications that the U.S. was reluctant 
to have the matter discussed in the U.N. when he said that he could not get the 
10 other members of the Security Council together before Monday the 21. He 
soon discovered, however, that the Council favored immediate action. The 
Guatemalan delegate had been successful in pointing out the need for 
expeditious consideration of its problem to the other 10 member-nations of the 
Council. When the Security Council finally met in emergency session on Sunday, 
10 of the 11 members voted to refer the case to the 0.A.S., although Guatemala 
objected. The 1lth member, the Soviet Union, vetoed the proposal and accused 
the U.S. of trying to prevent the U.N. from dealing with matters pertaining to 
this hemisphere. All the session could agree on was a vague recommendation 
proposed by France for the "immediate termination of any action likely to cause 
bloodshed." Meanwhile fighting continued in Guatemala with no indications of a 
cease-fire at this time. Guatemala again appealed to the U.N. for reconsider- 
ation of the case. Perhaps due to Ambassador Lodge's insistence that the case 
be treated by the 0.A.S. and the U.S. Senate resolution (69-1) reaffirming this 
position, the Security Council agreed, at a second meeting, not to reopen the 
discussion on the grounds that the 0.A.S. was handling the case. The vote to 
refuse further debate was a narrow one (5-4); it was led by the U.S., Colombia, 
Brazil, China, and Turkey. The four countries voting for adding the case to the 
agenda were the Soviet Union, Lebanon, New Zealand, and Denmark. Great Britain 
and France abstained. Guatemala then turned to the Inter-American Peace 


Commission of the 0.A.S., which had deferred action on June 21 until the U.N.'s 
cease-fire resolution could be obeyed, and agreed to the Honduran proposal to 
the 0.A.S. that a comnittee be sent to Central America to investigate the 
Guatemalan cherges. At this point nine other Iatin American member nations of 
the 0.A.S. joined the U.S. in calling a meeting of the Foreign Ministers in Rio 
de Janeiro July 7 to consider "the demonstrated intervention of the inter- 
national Communist movement in...Guatemala.” Among them was Costa Rica. The 
Inter-American Peace Commission was now permitted to send a mission to make an 
on-the-spot investigation in Central America, but got no further than Mexico 
before the truce in Guatemala was agreed upon. The signing of the cease-fire 
agreement in San Salvador also permitted the abandonment of the Rio de Janetro 


conference. 


When Monzén and Castillo Armas returned to Guatemala City from the truce 
talks, the latter made public statements outlining what his policy would be: 
he promised full co-operation with the U.S. and said immediate steps would be 
taken to rejoin the Organization of Central American States (ODECA), which the 
Arbenz Government had previously abandoned. He also gave assurances that the 
land reform movement started under the Arbenz regime would be continued, with 
possible minor modifications. Although the civil war hes ended, some sources 
believe that the possibility of a renewal of the conflict is not too far 
fetched. Foreign correspondents in Guatemala point to the fact that bands of 
peasants are still wandering about the countryside with the arms distributed to 
them by the Arbenz government early in the month, and that they would probably 
stir up trouble if the new government gave any signs of reaction, particularly 
in the field of social progress and land reform. What does appear clear is 
that there is abundant need in Guatemala for reform, not reaction, It is not a 
healthy situation for 2.2% of the population to own 70% of the land. 


True to his new policy of trying to appease the U.S. over last month's 
arms issue, President Arbenz managed to put an end to the strike of United 
Fruit Company workers which his government had originally instigated (H.A.R., 
VII: 5). A solution to the walk-out came June 20, just as the civil war was 
starting. Under the new two-year working agreement 60% of the laborers will 
receive an immediate daily wage increase of 28¢. Workers earning between $1.64 
and $4 a day will get 15% increases, and higher salaried workers will get a 7% 
raise. The agreement will be retroactive to May 20, when the strike started, 
so that the company will pay the strikers full wages on the new scale for the 
time of the work stoppage. The strike, which involved 4,000 workers and 
affected 2,000 acres of the company's land on its Atlantic Coast plantations, 
has cost the company an estimated loss of 60,000 stems of bananas; not a major 
loss since this is less than one shipload. 


EL SALVADOR 


The earliest indications of the neutral position the Salvadorean Government 
was to take with regard to the Guatemalan civil war appeared on June 8, when, 
at the opening ceremonies of a new congressional session, the presiding deputy, 
José Peralta Salazar, acknowledged the danger of a disturbance of the peace in 
Central America. He also reiterated El Salvador's traditional goal in inter- 
national affairs in Central America, namely peace in the isthmus and an 
eventual union of the six countries. El Salvador has been instrumental in 
promoting the work of the Organization of Central American States (ODECA), a 
regional body working towards the strengthening of economic and cultural bonds 
between the Central American countries. Peralta Salazar said that, by 
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tightening common bonds, the six nations could eliminate causes of friction 
which could otherwise involve them in a fraternal struggle. He concluded: "As 
civilized peoples we (the Central American countries) should not allow 
materialistic interests to destroy the spiritual birth which is to lead to a 
single large Central American nation in the near future." 


Immediately following the outbreak of the Guatemalan civil war on June 18, 
the Salvadorean Government formally announced adoption of a policy of non-inter- 
vention. Salvadorean forces were sent to patrol the frontier with Guatemala to 
prevent the fighting from spreading there and to insure against the possibility 
that Guatemalan forces might march on Honduras through Salvadorean territory. 


By virtue of both its geographic proximity and its neutral status, El 
Salvador served as a refuge for Guatemalans during and immediately before the 
outbreak of the war. The Salvadorean Embassy in Guatemala City gave asylum to 
scores of anti-Communists who were being persecuted during President Arbenz' 
crackdown early in the month (See GUATEMAIA). These "refugees" were later 
flown to El Salvador. After the outbreak of hostilities June 18, San Salvador 
become the destination of deserters from Arbenz' forces and the point to which 
foreign women and children residing in Guatemala were evacuated. 


HONDURAS 


In the international field, events in Honduras have revolved around 
happenings in neighbouring Guatemala. For months the signs of a strong 
aggressive movement against the Communist-influenced government of President 
Arbenz had been more evident in Honduras than in Guatemala. The leader of the 
Guatemalan anti-Communist exiles, Colonel Castillo Armas, had established 
headquarters in Tegucigalpa and had begun a propaganda campaign against Arbenz 
(H.A.R., VII: 5). By the middle of this month the activities of the exiles 
had been stepped up noticeably. In Tegucigalpa and in the banana center of San 
Pedro Sula, 25 miles from the Guatemalan border, conspicuous numbers of armed 
recruits moved about openly. Traffic increased at Toncontin International 
Airport, near the capital city, where Castillo Armas' men boarded chartered 
planes destined for towns on Honduras' north-west border. 


Guatemala first complained about the exiles' activities June 16. The 
Honduran Foreign Minister replied calmly with assurances that his government 
would "prevent any incidents on the Honduran side of the border" and said that 
orders had been given to seize any arms found there. Three days later, on the 
19th, the Guatemalan Ambassador approached President Galvez with a demand for 
the expulsion of Castillo Armas. By then the latter had crossed the border and 
fighting was going on well within Guatemalan territory. (See GUATEMALA). 


On the following day, when Guatemala formally accused Honduras in the 
United Nations of direct responsibility in what it called the "invasion" of 
Guatemala, Honduras replied that the Guatemalan conflict had originated not in 
a foreign invasion but in an "“explosiion" by Guatemalans against their own 
government. The Honduran delegate denied his country's complicity in any 
invasion, and proposed, together with the Nicaraguan delegate (Guatemala also 
accused Nicaragua of aggression) that a delegation of members of the Inter- 
American Peace Committee be sent to Central America to investigate the charges. 
The Honduran delegate also explained the airlifting of rebel troops from 
Tegucigalpa to Guatemalan border towns as being purely a commercial venture on 
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the part of private Honduran airlines and not necessarily a move uphela by the 
Fonduran Government. 


While the rebels continved their advance in Guatemele, dipicmatic 
relations between the two countries became more tense. Honduras complained to 
the U.N. that a Guatemalan plane had bombed the historic town of San Pedro de 
Copan in Honduras, and repeated that it was following a policy of non-interven- 
tion. Guatemalan Foreign Minister Guillermo Toriello, in e strorgly worded 
statement, denied any such bombing and again accused Honduras of helping to 
instigate an invasion of Guatemala. Towards the end of the month, Honduras 
threatened to break relations over the alleged bombing incident and over the 
activities of the Guatemalan Ambassador, who had been accused of sabotaging the 
shop servicing Honduran fighter planes at Tencontin Airport and of inciting 
Tegucigalpa university students to demonstrzte in favor of the Arbenz regime's 


stand. 


The day before the conflict broke out in Guatemala, the Honduran Foreign 
Minister warned Castillo Armas not to violate his exile status, but no furtner 
move was made to curtail the rebels' activities. Observers of the Central 
American situation believe that the Honduran Government's apparent decision to 
look blandly on while the rebels were carrying out military preparations in 
Honduran territory had been encouraged »vy the United States' clearly anti- 
Arbenz stand. Some sources also believe Honduras chose to take e passive role 
because it resented the Guatemalan-inspired Communist agitation which led to 
the-strike of banana and mine workers in Honduras last month (H.A.R., VII: 5). 


In the domestic field, mostly unsuccessful efforts took place to end the 
mammoth strike of banana and silver mine workers which began May 4. Some 
progress has been made, e.g., the strike at El Mochito mine was settled June 13 
after successful negotiations between the striking miners and the Rosario 
Mining Company of New York, which owns the mine. The workers received a wage 
increase ranging from 25 to 50 centavos. Nevertheless, the 23,000 United Fruit 
Company workers who went on strike last month for a 50% increase in wages 
remained idle. The walk-out seemed to be near an end in mid-June, when a 
government mediation committee found acceptable the company's offer for a 25% 
wage increase, but hopes for a return to work were dashed when the workers’ 


strike committee turned down the offer. 


During the 55 days before July 1 the main difficulty in the dealings 
between management and labor had been created by the fact that the workers 
Nave no unions and are without the benefit of a basic labor law. This obstacle 
seemed about to be eliminated when, late in the month, word came from Mexico 
that an anti-Communist labor organizer with the backing of U.S. labor unions 
vas on his way to Honduras to help organize the country's first labor code. 
the labor specialist, Arturo Jaéuregui, is a Chilean with the Inter-American 
“egional Labor Organization, which has the backing of both the A.F.L. and the 
a and is an affiliate of the International Confederation of Free Trade 

nions. 


What some believe to be a confirmation of previous indications that 
Communists are still at work in Honduras trying to prevent the strike 
negotiations is a report from Mexico City that three Hondurans had sought to 

interview" Jauregui on behalf of a front group of the Honduran Democratic 
Xevolutionary Party immediately after the announcement of his plans to go to 
Honduras. The Democratic Revolutionary Party is the Honduran party farthest to 
the left, and has often been accused of Communist sympathies. 
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NICARAGUA 


The charges made agninst Nicaragua by Guatemala before the United Nations 
Security Council in connection with the revolt in Guatemala (See GUATIMALA) 
were lateled es "false and ridiculous” by President Comoza. 


Nicaragua, which announced a break in diplomatic relations with Costa Rica 
on June 10, decided to hold off temporarily while El Salvador tries the role of 
peacemaker. The reason for the rupture was Costa Rica's failure to reply to a 
Nicaraguan note on May 15, accusing the Costa Rican President and some of his 
aides of complicity in an abortive revolutionary attempt in Nicaragua last 


month (H.A.R., VII: 5). 


Probably encouraged by the possibility that Guatemala will rejoin the 
Organization of Central American States, the Nicaraguan Government has called 
for a meeting of the Organization for December 1954. 


COSTA RICA 


On June 22 an unidentified DC-6 appeared over Sean José and scattered 
leaflets denouncing President Figueres and Dr. Romulo Betancourt, the ousted 
Venezuelan President, who lives in exile in Costa Rica. Apparently the object 
of the leaflets was to disparage the recently married Figueres in Costa Rican 
eyes. They were described as "obscene" and were widely attributed to President 
Pérez Jiménez of Venezuela, for whom Romulo Betancourt is béte noire number 


one. 


Further evidence of Communist activities in Costa Rica appeared during 
June. The government announced that it had discovered a small cache of arms 
hidden in the home of Armando Saenz, publisher of the weekly La Verdad. A 
"conspicuous amount" of correspondence between Costa Ricans and Mexican 
Communist labor leader Lombardo Toledano was spotted in the mails. The Labor 
Office also announced that several labor unions suspected of being Communist 


were operating illegally in the country. 


"Costa Rica cannot expect technical or other assistance from the United 
States at the expense of the North American taxpayer, unless she herself pays 
e fair taxation toward her own improvement," President Figueres told the 
country. He made the statement in a broadcast informing Costa Ricans of 
increases in income tax rates and tighter tax regulations about to go into 
force. The President told the country that corporation taxes would be raised 
from the present 15% to a maximum of 30%. He said the two big foreign enter- 
prises operating in Costa Rica--the United Fruit Company and Union Oil--had 


agreed to pay the higher figure. 


The cacao industry will be the first to benefit under a new economic 
development plan established by the Bank of Costa Rica. This year's record 
cacao crop, valued at $6.5 million, will be increased from year to year under 
the plan, which includes a fumigation program against fungus diseases, sowing 
of fresh acreage, and financing of crop exportation. Similar aid is to be 
given under the bank's program to the cattle and dairy industries. 
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PANALA 


Panama was among the first Latin American nations to support the United 
States’ proposal early in June for the convecation of an emergency meeting of 
American Foreign Ministers to discuss the Guatemalan arris shipments (See 
GUATEMALA, H.A.R., VII: 5). It also joined the United States and & other 
countries on June 26 in calling for a consultative conference of the Foreign 
Ministers of the member nations of the 0.A.S. to discuss the Communist tareat 


in Guatemala. 


The negotiations which have been going on for several months between 
Panama and the U.S. over a revision of the treaty covering the status of the 
Canal Zone are continuing with further indications of the strong attitude 
Panama is taking, perticularly with regard to an increased rental fee for the 
zone. The area is under lease to the U.S. Government for an indefinite period. 
The unofficial word is that the U.S. has turned down several Panamanian demands 
at the Washington meetings. Incidentally, the Panamanian delegation to the 
International Labor Conference held last month in Geneva, Switzerland, devoted 
most of its speaking time to denouncing the U.S.'s continuation of racial 


discrimination in the Canal Zone. 


CARIBBEAN REPUBLICS AND PUERTO RICO 
CUBA 


Political developments in Cuba during June were characterized by the usual 
efforts of the "ins," i.e., Batista and his supporters, to stay "in," and by 
the efforts of the "outs," i.e., Batista's opposition, to get him "out." One 
obvious way to stay in power was to continue courting the favor of the U.S. by 
opposing Communism. With the mounting tension in Latin America over the 
Guatemalan situation, Batista announced a new anti-Communist decree by which 
Communist activity in any form was declared to be cause for dismissal from 
public service. Public service was defined to embrace not only national, 
provincial, and local governmental agencies, but also “autonomous” organiza- 
tions such as labor unions and public service corporations. The Cuban 
Confederation of Labor (C.G.T.C.) immediately toox steps to purge itself of 
members with Communist affiliations. The law also was to be applied to 
teachers, school officials and University professors. 


It was clear that in addition to the principles of hemispheric solidarity 
involved, this law would give Batista a potent weapon against internal disorder. 
Significantly, one Cuban radio commentator urged complete justice in the 
application of the law, warning that "public opinion is vigorously reacting 
“gainst so-called McCarthyism" in the U.S. Foreign agitators were to be 
‘nactivated by sections of the decree which forbade the entry of Communist 
agents and provided for the expulsion of all foreigners disseminating Communist 


propaganda. 


The "ins" were also taking action to conciliate enemies and potential 
enemies before the November elections by means of the amnesty law decreed in 
May (H.A.R., VII: 5). The Emergency Court which administers the law is study- 
ing more than 500 cases. Several well known opposition leaders have already 
oenefitted from the law, including Fidel Castro, who led the abortive revolt of 
July 1953 (H.A.R., VI: 7). Others who have received amnesties were Rafael 
Garcia Barcena, José Aguila Ruiz, Alberto Casanova, Silvia Martel, 
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Raquel del Valle, Emilio Ochoa, end Maruel Artorio Varone. Causes perding 
against Juan Marinello, Alvaro Berbas and Pelayo Cuervo Naverro were to be dis- 
missed. Juan Marinello, a Communist leader, had heen sought in connection with 
the revolt of July 1953 (H.A.R., V7: 6). Amnesties for Carlos Prio Socarrads 
and Aureliano Sanchez Arango against whom cherges were preferred in 1952-53 are 
under consideration but seem unlikely in view of their continued violent anti- 
Batista activities. Although both ere in exile, the government may be celaying 
action against them in the hope that some act of theirs may boomerang to the 


political advantage of the dictator. 


In the case of Aureliano Sanchez Arango and his escape last month via the 
Uruguayan Embassy (H.A.R., VII: 5), the “outs” seemed to have achieved a moral 
victory of sorts. However, while “Aureliano” figuratively thumbed his nose at 
Batista, one of his suitcases containing lists of his supporters fell into the 
hands of the government, thus exposing the names of the mysterious organization 
known as the A.A.A. These letters turned out to be the initials of the 
Asociacién Amigos de Aureliano (Association of Friends of Aureliano). The 
embassies have thus been doing a lively business in political asylum. The 
Cuban Government has not denied passes of safe conduct, although a potential 
Haya de la Torre episode developed in the week that elapsed before safe conduct 
was granted Sénchez Arango to go to Panama. An interesting sidelight to the 
whole affair was that the First Secretary of the Panamanian Embassy, Jose 
Manuel Faundes, resigned his post and was asked to leave Cuba. Although he 
denied any improper diplomatic conduct, the United Press reported that he had 
allowed Cubans-in-asylum to use telephones freely and to be photographed in the 
embassy, both of which are violations of asylum. From Panama, Aureliano 
S4nchez Arango repeated that the only solution for Cuba's problems is 


revolution. 


Two other prominent "outs", ex-Presidents Carlos Prio Socarrds and Carlos 
Hevia (and 15 others) were at last going through the preliminaries of their 
trial in New York for gun running without proper licenses. There was no 
spontaneous outburst against the U.S. in Havana as had taken place at the time 
when Prfo was first arrested (H.A.R., VI: 12). However, Prio was making the 
most of his opportunities for publicity and released a statement affirming that 
he and Hevia had always fought Communism and dictatorship whereas Dictator 
Batista had actually been an unsuccessful candidate for President on the 
Communist ticket in 1940. He considered his indictment a "distinct disservice 
to democracy." He did not deny violating the U.S. law although he had pleaded 


not guilty in his trial. 


Continued disorders also helped the "outs," as incidents not inspired by 
them could be pointed to as evidences of the insecurity of the regime. In 
addition to the turmoil produced by the flight to asylum of the A.A.A.'s, 
officially called an abortive revolution by the middle of the month, there were 
“wo other newsworthy items. On the eve of an official visit to Santiago by 
Batista on June 5, the city gave him what now seems to be almost an official 
Salute: six bombs were exploded. As usual, there was property damage but no 
injuries. The other item concerned the University of Havana, an institution 
well known for political activity leading to disorder. There, after the 
fighting in Guatemala started, students were in the act of securing signatures 
of protest against what they considered an unwarranted invasion of that 
country. Police were patrolling outside the University, but their jurisdiction 
did not include the University proper which is considered autonomous, and where 
traditionally the police are forbidden to enter. Suddenly, when one policeman 
was wounded by gunfire said to have come from inside the university grounds, 
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police entered university buildings, dispersed student groups, and seized the 
book in which the signatures had deen entered. Fortunately, there were no 
sequels to this action such as those which took place during the month in 


Colombia. 


Inventories of world sugar are causing Cuba grave concern. Reports 
indicate that the 1953-54 world crop probably exceeded that of the previous 
year by 3,350,000 tons, gradually building up stocks on hand to the point where 
they were estimated in June to be about 1,800,000 tons. Some sales of Cutan 
sugar in the world market in June were made at prices which were actually 
slightly less than the 3.25¢ per pound set by the Internetional Sugar 
Conference at London in August 1953 (H.A.R., VI: 8). Although Cuban 
production was voluntarily decreased from a high of about 8 million tons in 
1952 to about 5.4 million tons in 1954, carryover has assumed such proportions 
that estimates are that next year's crop will have to be further sharply 


reduced by about 500,000 tons. 


The poorer outlook for sugar may be the inspiration, in part, for 
Batista's plans for a huge public works program which will involve a bend issue 
of about $350 million. In the first year, $100 million will be spent, and the 
rest over a period of years. Interest and amortization will be paid out of 
current revenues, the bonds to be redeemable in 30 years. Such projects as 
roads, water works, public buildings, hospitals, improvement of civil and 
military communications, and promotion of agricultural and industrial develop- 


ment will be included. 


Cuba continues to be highly optimistic about its oil prospects since a 
producing well was brought in during May (H.A.R., VII: 5). Two enterprises, 
the Transcuba Oil Co., and the Cuban-Venezuelan oil voting trust, are bringing 
in operators from Texas and California to begin large scale exploratory 
operations within 90 days. 


HAITI 


Both chief dignitaries of the Island of Nispaniola, President Megloire of 
Haiti and Generalissimo Trujillo of the Dominican Republic, made good will 
trips in June. Traveling in a chartered airplane with his wife and a suite of 
35, President Magloire began his trip on June 21 with a first stop at Havana to 
pay an official visit to General Batista. His Cuban hosts outdid themselves to 
make his 6-day visit a memorable one. In addition to the usual 2l-gun salute, 
parades, military reviews, banquets, etc., the Haitian newspaper Le National 
noted particularly a gift of splendid cigars made especially for the President. 


The festivities were repeated at the end of the month when the party moved 
on to Puerto Rico to repay the 1953 call of Governor Munoz Marin. Interviewed 
by the press in San Juan, President Magloire characterized the Guatemalan 
Situation as "disagreeable" because it could have resulted in war with its ms 
neighbors. In Haiti, he said that Communism had been outlawed in 1936, and 
that there was no real basis on which it could survive as the land and wealth 
of the country were already in the hands of the people. The goodwill tour was 
to include Nicaragua, Venezuela, and Panama after leaving Puerto Rico. 


' Four steamship companies operating from New York have expressed interest 
in increasing the number of calls and the length of stay at Port au Prince for 
the West Indies cruises to be scheduled for next winter. The companies are the 
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Holland America Line, the Swedish American Line, Home Lines and the Clipper 
Line. Representatives of these companies who visited Haiti in June were 
impressed with the improved tourist possibilities represented by the near 
completion of the scenic highway to Cap Haitien, the hoteis, the casino, and 


the nightlife. 


Import exemptions on raw materials and machinery needed to establish new 
industries were provided in 1949 for limited periods by the New Industries Law. 
Results of the law were evaluated in a report made public recently. Among the 
30 industries which have taken advantage of the provisions of the law, several 
representative ones are listed below together with production data: hosiery 
mill, producing at the rate of $346 ,000 per year as compared with $111,000 the 
first year of operation; iron nail mill, product valued at $57,000 last year as 
opposed to $4,000 the first year of operation; aluminum ware plant, total value 
of output to date $72 ,000; carbonic gas plant, $58,000 worth of gas sold in 
three years; and plastics factory, $178,000 total production in three years of 


existence. 


A recent survey of the number of business firms in Haiti revealed a total 
of 8,279, of which, more than 90% were wholly owned by Haitians. However, the 
10% of this number owned wholly or in part by foreigners included sugar mills 
and other large investments with a total value estimated to be considerably in 
excess of the local capital outlay. The report did not attempt to establish 
percentage relationships valuewise between local and foreign capital; however, 
in Port au Prince it was noted that foreigners own approximately 20% of the 611 
enterprises, twice the percentage owned in the country as a whole. 


DOMINICAN REPUBLIC 


Spein was the object of an official 10-day visit by Generalissimo Rafael 
Leonidas Trujillo Molina, ex-President and dictator-in-fact of the Dominican 
Republic. Publicized as a kind of act of cultural homage to Spain, it was 
hardly the type of visit that would have cheered the late Spanish "apostle of 
hispanidad," Ramiro de Maeztu. He had hoped for the kind of Spain which would 
inspire a spiritual and cultural renaissance among the peoples of Hispanic 
countries everywhere; instead, what seemed to be in progress was an 
ostentatious show for the exchange of decorations (See Spain) between two 
dictators otherwise unable to secure genuine respect and admiration. To the 
peoples of Spain and the Dominican Republic, this spectacle of pathetic 
hypocrisy could have little meaning. 


Proceeding by special train on June 12, Trujillo went to Rome, where, on 
June 16, he signed the first concordat between the Vatican and the Dominican 
xepublic in the 110-year history of the island republic. 


At home in Trujillo City, there was no lack of Trujillo kin to carry on. 
Brother Héctor Bienvenido Trujillo Molina was serving as President while Major 
General J. Arisméndez Trujillo-Molina was busy directing a new program at La 
Voz Dominicana, the principal radio-television station. Programs were being 


beamed directly to countries behind the Iron Curtain with broadcasts in Russian 
and Hungarian by "outstanding intellectuals who succeeded in escaping Soviet 
terror..." These broadcasts are no mere news summaries but frontal attacks 
exhorting the people to throw off their yokes. When the fighting started in 
Suatemala, the station turned its wrath on Arbenz and its support to Castillo 
Armas to such an extent that it was using the pronouns "we" and "our" in 
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referring to his forces. Such identification with the Castillo Armas cause 
could have inferred material aid, although noae was mentioned. 


The Dominicen Covernment Information Center in New York reports that the 
three new 3,5CO-ton ships of the merchant marine in service between New York and 
Dominican ports are operating with such success that plans are being considered 


to add a fourth vessel. 


PUERTO RICO 


The special nature of the political status of the Associated Free State or 
Commonwealth of Puerto Rico continues to engage the attention not only of 
academic observers but also of high government officials in San Juan, including 
the Governor. Writing in the July issue of Foreign Affairs (pp. 541-551), 
Governor Munoz Marin describes Puerto Rico as a political and social mutation. 
It is evident that considerable excitement accompanies the day by day unfolding 
of the evolutionary process, still very much in progress. 


Other Latin American countries have tended to accord the Governor more and 
more the prerogatives of the head of a sovereign state. He has visited other 
heads of state and receives a stream of dignitaries in San Juan who are 
interested in seeing for themselves the fruits of Puerto Rico's "Operation 
Bootstrap." In June, the Governor's visitors included President Magloire of 
Haiti, the exiled Peruvian A.P.R.A. leader, Haya de la Torre, and Mayor Wagner 
of New York. Aside from viewing Puerto Rican progress, these men came on other 
special missions. President Magloire was returning the call which Governor 
liunoz Marin had made at Port au Prince in 1953 and Haya de la Torre was there 
on a speaking engagement at the invitation of O.R.I.T., the inter-American 


labor organization. 


Mayor Wagner was in San Juan attending the Second Migration Conference 
which began on June 20. In spite of the pressure of city business and the 
possibility of Nationalist violence (the conference was postponed in March after 
the Puerto Rican shootings in the House of Representatives), the Mayor and 13 
important city and state officials met with 35 Puerto Rican officials who spent 
a week in serious consideration of the problems which New York and Puerto Rico 


a 


share concerning the one-fifth of all Puerto Ricars who live in New York and 
the large number who migrate each year. Because a sincere effort is being made 
to improve the living levels of Puerto Ricans by New York, the federal govern- 
ment, and by Puerto Rico, there are relatively more up-to-date facts and 
Sigures available than for other areas. 


Among the important statistics and migratory data publicized by the 
migration conference are the foliowing. The present population of the island 
is about 2,225,000, with a population density of about 660 persons per square 
tile. This compares with over 700 per square mile in England and Belgium. The 
average per capita income for the year preceding June 30, 1953 was computed at 
$417, which is high for Latin America but only about one-third that of the U.S. 
The total labor force is estimated at 631,000, but about 92,000 have been un- 
employed in the last year. 


Since 1940, the death rate has dropped spectacularly from about 18.4 per 
thousand to 7.7 per thousend for the first quarter of 1954; there was a 
corresponding rise in life expectancy from 46 to 61 years. The birth rate has 
fallen from 38.5 per thousand in 1950 to 32.3 for the first quarter of 1954. 


« 


This decrease is explained in part ov the migration of Puerto Ricans of child- 
pearing age to New York, where the birth rate among migrants is at a high rate 


of 49 per thousand. 


Net migration in 1953 was et an ell-time high of 69,124 end total 
migration in the last few years has just about kept up with the increase in 
population. However the economic situation on the mainland in 1954 has brought 
about a decrease of about 45% in migration up to the end of May as compared 


with the same period in 1953. 


New York's normal replacement need in jobs isabout 35,000 per month, and 
during the peak migration periods of 1953 about 2,000 to 3,000 Puerto Ricans 
per month were absorbed in that city's labor force. In Puerto Rico, the 
government has created about 28,000 industrial jobs in the last five years. It 
is estimated that unemployment could be ended by 1960 if new jobs could be 
provided at the rate of 8,000 per year. 


The conference made several recommendations for federal legislation to 
help the island, including one that the U.S. provide larger welfare grants. At 
present Puerto Rico receives about 36% of its welfare funds from the U.S. and 
raises the rest locally. New York City receives about 70% of its welfare from 
state and national sources. Extension of federal unemployment benefits and 


additional low-cost housing were also urged. 


Edward G. Miller, Jr., former Assistant Secretary of State for American 
Republic Affairs, will continue to head the Mayor's Committee on Puerto Rican 
Affairs which will work with Fernando Sierra Berdecia, Puerto Rican Secretary 


of Labor. 


The trial of the four Puerto Rican Nationalist party members who wounded 
five members of Congress in the shooting which took place on March 1 was 
concluded on June 17. All were convicted of assault with a dangerous weapon, 
and all except Mrs. Lolita Lebrén were convicted of assault with intent to 
kill. She was freed of the latter charge. The group was to be sentenced later. 


One optimistic business item reported in June was the increase in sales of 
Puerto Rican rum. Apparently as a result of an irtensive advertising campaign, 
sales increased by 6.1% in areas where calculations were made, as compared with 
the same areas in the same months a year ago. Rum shipped to the mainland in 
April totalled 69,000 cases. 


GRAN COLOMBIA 
VENEZUELA 


President Pérez Jiménez's address on April 25 to the National Congress at 
its regular 100-day session, which began April 19, suggested that for greater 
governmental efficiency the highest official agencies should be divided into 
three separate services: National Policy, Production, and General Services. 

The National Policy division would embody the office of the President and the 
departments of Interior, Foreign Relations, Defense, and Treasury. The 
Production Service would include the Ministers of Agriculture and Livestock, 
Mines and Hydrocarbons, Public Works, and Labor. General Services would be in 
charge of Education, Health, Social Welfare, Justice, and Communications. The 
National Policy group would be concerned with general administration, Production 


with the development of the country's physical resources, and General Services 
with moral, intellectual, and material improvements of the people. 


With the end of the fiscal year, the Statistical Division of the Ministry 
of Development reported that the population was estimated at 5,608,534 people, 
an increase of 237,425 over the previous year, 40,557 of which were immigrants. 
Most of the major government projects such as electrification, sugar production 
and mill expansion, tourist-trade development, highways, railroads, and housing 
are being completed ahead of schedule. In the educational field, modernization 
of three national universities has been completed, and the opening of two new 
private universities has been authorized. The rural school system is said to 
be rapidly expanding. Cultural activities such as native arts, concerts, 
dances, and the publication of scientific and historical works are being amply 


financed and expanded throughout the country. 


The fiscal position of the Venezuelan Government is most satisfactory. 
The treasury surplus as of June 30 is more than 400 million bolfvares or 
$120 million, of which $78 million is unincumbered. The Venezuelan Government 
has no foreign indebtedness, and its internal debt as of February 1954, 
according to the J. Henry Schroeder Bank Corporation, was only 45 million 
vbolfvares, or less than $14 million. The Banco Central's reserve position 
continues to be strong. Its gold reserves of $372,718,000 and dollar holdings 
of $90,892,000 totaled $463,610,000 at the end of February 1954. The gold 
reserves are equivalent to 113.08% of notes in circulation. Out of $765 
million dollar exchange purchased by the Banco Central in 1953, petroleum 
contributed $751 million, and during the first two months of 1954, $98,460,000. 


Daily average oil production during the first quarter of 1954 was 
1,896,049 barrels, or 231,000 barrels per day above the 1953 daily average. 
The Mene-Grande Oil Company is planning during 1954 to drill 211 new wells at 
an estimated cost of $33 million. The Shell Group (Compania Shell de 
Venezuela) plans during 1954 to invest $97 million in its drilling and 
expansion operations in Venezuela. This company's refineries in Punta Card6én, 
Falcon State, have recently been enlarged to process 170,000 barrels daily of 
crude oil; its San Lorenzo refinery has been enlarged to refine 40,000 barrels 
every day. The total oil refinery capacity in Venezuela at present exceeds 


400,000 barrels daily. 


Competition from Europe is strongly felt in Venezuela by U.S. businessmen. 
The structural steel market is at present dominated by the Europeans. Rapid 
inroads are also being made by Europeans in the heavy machinery field where 
goods are being offered on long credit terms and at prices cheaper than similar 
goods from the United States. 


Luis Felipe Flovera Pdez, Directcr of the Office of Special Studies, 
announced June 16 that the Venezuelan Government will build a steel mill with a 
150,000-ton annual capacity at a cost of $60 million. The mill is to be at 
Puerto Ordaz near the junction of the Orinoco and Caronf Rivers, close to the 
Cerro Bolivar iron ore deposits. While foreign capital is expected to 
participate in this project, the Venezuelan Government intends to retain 51% 
stock control. The Venezuelan Development Corporation, a government-owned 
agency, announced that it will build ea $40 million hydro-electric plant on the 
Caronf River to supply power for the new mill. The construction contracts for 
the mill are expected to be let soon with a European concern, and the output of 
steel to begin early in 1958. To train a native administrative staff for this 
new industry, The Venezuelan Government is planning to grant fellowships for 
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yenezuelan students to study in the United States and Europe, while the Central 
University of Venezuela is preparing to inaugurate mineralogical and engineer- 


ing courses to train technical personnel. 


The New York Journal of Commerce, June 15, reported a fabulously rich iron 
ore deposit to have been found at Perija, in the state of Zulia, near the 
Colombian border. This ore deposit is reported to be superior in iron content 
and to contain a smaller percentage of sulfur and phosphorus than the Cerro 
Bolivar mines. It is close to water transportation, via Lake Maracaibo, and 
close to sizeable deposits of coal and limestone, permitting joint exploita- 


tions. 


The sixth Pan-American Highway Congress met in Caracas in June, with Julio 
Bacalao Lara, Venezuelan Minister of Public Works, serving as the secretary of 


the group's coordinating committee. 


Business conditions throughout Venezuela in most lines are good, although 
competition is keen. No major business failures have been reported, but there 
is evidence that some merchants are withdrawing due to the competitive buyers 
market, and to the necessity of extending liberal installment terms. Easy 
terms are now being granted to purchasers of household appliances as well as to 
buyers of heavy equipment. Sxles of new passenger cars continue steady; 
however, time payments have been extended over 24 months. The security market 
is fairly active with common stock prices showing little change. 


A plant to produce modern steel office furniture is being constructed near 
Caracas, to be owned jointly by Venezuelan and British investors. The material 
requirements for this plant are to be supplied from England. 


Ships of the Dodero Line and the Argentine State Line are now making 
regular calls at La Guaira. Preliminary conversations have been held between 
the Venezuelan and Argentine Governments pertaining to trade agreements. 
Venezuela is interested in Argentine wheat, wool, quebracho bark, wines, 
liquor, and foodstuffs. Argentina would like to import Venezuelan petroleum 
products, iron ore, and cacao. In 1953, Venezuela's imports from Argentina 
amounted to $2.4 million and were 50% above those of 1952. 


Work has begun on the $37 million dry dock and navy yard at Puerto Cabello. 
This dock, which is 656-feet long, 82-feet wide and 40-feet deep, will be the 
most modern marine repair facility in South America and will be able to handle 
naval and commercial ships up to 26,000 tons. The work is directed by the 
Ministry of Public Works. 


George Rockrise, an architect and member of the San Francisco Art 
Commission, has recently returned from a stay of several months in Caracas. He 
served there as an advisor and member of the faculty of the Venezuelan National 
University, preparing studies for the establishment of a school of architecture. 


Minister of Public Works Julio Bacalao Lara submitted for the approval of 
President Pérez Jiménez a proposal for a $1.5 million funicular cable-car 
system to link the city of Caracas with the summit of Mt. Avila. This project 
would serve as a tourist attraction with a hotel and public park to be erected 
on the summit overlooking Caracas Valley. 


Parke, Davis, and Company's new pharmaceutical laboratory is nearing 
completion in Caracas. Production will start with a line of liquid medicinals 
to be followed by tablets, capsules, ointments, creams, and germicidal soaps. 


« « 
COLOMBIA 


To the net of confusions that entangles political life in Colombia, another 
mesh was added in the second week of June. The students of the National 
University were in the midst of a spirited campaign to select a queen for the 
forthcoming carnival. On the morning of June 8, a pilgrimage headed by the 
queen candidates was made to the central cemetery to pay homage to a student 
martyred by police bullets 25 years ago. Though a police guard had prevented 
passage by the students, Presidential intercession was secured and the 
procession proceeded without incident. Later, in the afternoon, the grounds of 
the University City were entered by a group of rifle-wielding police who 
instructed students to leave the vicinity. Scarecely had student protests time 
to heat up when a truckload of unarmed soldiers appeared on the scene. The 
latter were cheered while the police were derided; provocative shouts and 
gestures of derision continued to pour from the group of perhaps 100 students 
as the soldiers apparently tried to forestall the use of force. The police, 
charged with an unenviable task in the first place, were ordered to fire. The 
scattering students and soldiers left a new student martyr. 


It is rumored that the police had been summoned by the dean of the School 
of Dentistry onto what students regard as inviolable grounds. The dean 
reportedly anticipated a demonstration to grow out of a one-day class boycott 
by dental students. The students' discontent had arisen from revelations that 
the dean, while requiring them to complete their course of study before award- 
ing degrees, was also involved in a profitable activity whereby self-styled 
practitioners were being awarded licenses. As it later developed, the students 
were dissatisfied with all of the top university officials save one Abel Naranjo 
Villegas, dean of the Law School. This sentiment, and a desire for complete 
autonomy, seems to have been the gist of an emotion-engulfed, apparently 
spontaneous, convocation held in the law auditorium. In the presence of the 
martyr's cadaver and blood-stained handkerchief-banners, the hastily summoned 
ministers of administration, foreign affairs, and public health made a vain 
effort to find out how the violence had begun. 


The military government, and Colombia in general, appear to have been 
deeply moved by the shooting. Three days of national mourning were decreed and 
an honor guard of troops and other assistance were promised for the student's 
funeral. Meanwhile, the police were confined to their barracks while military 
police and troops occupied the city. No further disorders occurred until the 


next day. 


Several hundred students from the various colleges and universities in 
Bogota entered the downtown portion of the city in an orderly procession which 
was expected to end in front of the Presidential Palace. A cordon of troops 
barred progress at the intersection of Carrera 7 with Calle 13. The troops 
were cheered and cajoled amiably between renditions of the national anthem. 
Students began to settle down on the street, possibly in the hope of seeing the 
eventual removal of the troops (as had happened June 8) so that their parade 
might continue. What happened next has not been cleared up to the satisfaction 
of observers in Colombia or abroad. 


At a time when more troops were nearing the cordon, a fire truck was show- 
ing signs of activity, and officers were discussing what should be done, a shot 
(officially reported to have been fired from the second story of a neighboring 
building) felled a soldier. Although students maintain that they heard no such 
shot, they became painfully aware of the answering volley. Eight students and a 
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bystander were killed, and possibly 40 civilians were wounded. Unofficial 
reports list up to 24 deaths, some of them occurring up to several blocks away, 
while troops proceeded with the dispersal of the students. Although it is 
suggested that some of the six wounded soldiers were injured by ricocheting 
shots, there seems to be evidence that small arms fire came from the direction 
of the student group. In describing the wounds received by his men, the 
Minister of War said that the soldier felled by the first shot of the action 
received his wound point-blank ("a quemarropa") - which is in sharp contradic- 
tion with other official accounts telling of a first end fatal shot coming 


from an adjacent building. 


Bogota's central district closed down after the skirmish. Traffic was 
parred in the area. Tanks and armored cars and infantry patrolled the city 
through a curfew-cloaked Wednesday night. On Thursday stores re-opened, and 
most of the troops were withdrawn from the city streets. The University City 
remained isolated and occupied by troops; since the July 20 semester-end 
vacations had been unexpectedly advanced, there was little activity near the 
campus. Black-tied students visited various hospital wards in the city and 
talked of erecting a mausoleum on the campus. The self-baptized "generation of 
the mid-century" also discussed the transformation of the carnival committee 
into a Provisional Federation of Colombian Students, a group which plans to 


hold a national student congress in early August. 


Some other interesting developments were soon to come to light. Minister 
of War General Gustavo Berrfo Munoz, in complimenting students and the public 
for their calmness after the affair, declared that: 1) there is no rift 
between the army and the police; 2) the armed forces are working together; 

3) Communist and selfish interests will not succeed if the public remains loyal 
to the present regime. The General acknowledged the preventive detention of 
several hundred people, mostly in Bogota but also in Medellin, Cali, and 
Manizales. Those detained include students and non-students of varied 
affiliations. Briefly held were Guillermo Gémez Moncayo, editor of Diario 
Grafico; Hernando de Velasco, former chief of press censorship; Manuel Briceno 
Pardo, former mayor of Bogota; Antonio Garcia, leading Colombian Socialist; 
Communist party secretary Gilberto Vieira; former university president, senator, 
and El Espectador editor, Gerardo Molina, who had recently returned from Paris; 
student carnival queen candidate Lina Flor Ospina, a recent returnee from Iron 
Curtain cultural centers. It may be noted that her advertising manager, a 
Peruvian of known Communist affiliation, was one of the students killed on 


June 9. 


A potentially ugly gathering of students was broken up by the army in 
Medellin on June 8. However, police were kept out of sight. Manizales had an 
orderly demonstration of students. Other college or university towns were quiet 
though students met long enough to declare periods of mourning. 


Thus approached the end of Rojas Pinilla's first year of "Paz, Justicia, 
Libertad." The public was shocked and dismayed with what appeared to be 
precipitate action on the part of the police and army. Segments of the public 
suspected that errors of judgment had been committed by officers; the civil 
elements expressed the hope that, if errors had been made, the government would 
acknowledge them. Another measure which some people thought to be desirable was 
to convince the armed-forces personnel that civilians were no longer to be 
looked upon as the potential enemies which some of them had been during the 
recent civil war. The anxiety over Presidential reaction to the events of 
June 8-9 was relieved on the following weekend when General Rojas Pinilla soberly 
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re-affirmed faith in the army's effort to bring peace, justice, and liberty for 
all elements in Colombia. His remarks concerning the student tragedy covered 
substantially the same ground as the Minister of War's earlier comments. The 
President linked political extremists and Communists as the instigators of the 
month's tragedy. Carrying the thought a little further, the Army Chief of 
Staff, General Alfred Duarte Blum, was quoted in the Bogota press as having 
blamed the falangista-minded laureanistas and the Communists for this 
preliminary to what he interpreted as a revolt. An immediate protest and 
declarations of mutual abhorrence came from friends of former President 
Laureano Gémez and from the secretary of the Communist party. For these and 
other adverse comments the President is not a target. While tact may be 
involved in this respect, there is en impression that Colombians generally feel 
that Rojas Pinilla is sincerely trying to pull the country together. The 
national committees of the Conservative and Liberal parties continue to affirm 


their support of the President. 


The labor and army demonstrations which had been scheduled for the June 13 
anniversary of the President's accession were cancelled. However, several more 
intimate expressions of support for the General took place, among them the 
awarding of the gran collar of the Order of June 13. The President is the 
first to receive the new decoration. The President commemorated the date by 
declaring amnesty for political prisoners jailed prior to January 1, 1954. 
Other common prisoners had sentences shortened by one year. As the month 
progessed, various measures were taken which must have placated students some- 
what. The government saw to it that free air passage and other aid was given 
students who were financially unprepared to get home for vacations. This was, 
of course, a good way in which to clear the capital of students. The 
government also decided that a mausoleum would be built in the University City 
as a resting place for the student martyrs, some of whom were given degrees 
posthumously. The university president was replaced by law dean Abel Naranjo 
Villegas. All other deans had resigned. The new president implied that a 
number of professorial resignations would not be refused. He expressed a 
desire to establish a Christian atmosphere of intellectual freedom, an 
atmosphere free of the intellectual "mutilations" of "marxismo y macartismo." 
It is interesting that Conservative Colombians would cover the North American 
and Russian dogmas with the same blanket. 


Another type of freedom, that of the press, was affected in the aftermath 
of June 8-9. Censorship was imposed on June 11, raised June 13, and then the 
subject of the tragedy was declared closed to any further press reference. 


ECUADOR 


The border dispute between Ecuador and Peru continued to smolder and break 
into momentary verbal flame during June. Peruvian Foreign Minister Ribera 
Schreiber delivered to the Ecuadorean Chargé d'Affaires in Lima a strongly 
worded protest against the physical attacks, abuses, and outrages to which 
Peruvian citizens have been submitted recently by Ecuadorean soldiers and 
government officials (H.A.R., VII: 5). Ecuador has protested to Peru regard- 
ing Peru's oil concessions to a Canadian company to explore for oil on the 
Cenipa River, 50 kilometers from the Condor Range in the Zamora Santiago region. 
Ecuador claims that on previous occasions Peru has recognized that ownership of 
this region was undefined. Peru's reply states that the oil concession lies 
well within Peruvian sovereign territory as established by Article 8 of the Rio 
de Janeiro protocol of 1942 which has been recognized by Peru and Ecuador. 
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Claims, counter claims, charges, and denials have been issued regarding six 
Eeuadorean soldiers who were captured by Peru in the disputed territory 
(H.A.R., VII: 1). On June 15, six infantry battalions, five artillery 
batteries and other Peruvian forces left for the Ecuadorean border. Ecuador 
continued to claim that it is in danger of being invaded. 


Results of the June 6 parliamentary elections indicate that the new 
Congress of Ecuador will be composed of a powerful opposition sector formed by 
four parties, one of which, the Socialists, showed strong gains since its re- 
organization. Opposition candidates have 38 of the 71 seats, while the 
government-backed slate won only 21. The Conservative party, which usually 


yotes with the Government, won 12. 


Sheldon T. Mills of Portland, Oregon was nominated on June 2k by President 
Eisenhower as Ambassador to Ecuador to succeed Paul C. Daniels who is retiring. 
Mills has served in Brazil and India and is now in a departmental post. On 
retiring, Daniels became a temporery U.S. representative on the Inter-American 
Peace Committee investigating the Guetemalan revolt. 


The Central Bank announced in June that purchasing power in Ecuador rose 
nearly 6% in April over the same period for 1953. Means of payment in the 
hands of the public increased to over $73 million, of which $37 million 
represented bank deposits. This increase in purchasing power was due mainly to 


increased bank credits. 


Ecuador's balance-of-payments position from January 1 through May 5 shows 
a deficit of $4.4 million with purchases of dollars by the Central Bank amount- 
ing to $25.4 million and sales totaling $29.8 million. 


Bananas, Ecuador's principal cash crop, seem to be in considerable 
difficulty. The Minister of Economy told an assembly of banana growers that 
the Government will protect national interests and prevent any injustices by 
foreign companies. With this in view, the Government will appoint inspectors 
for trading and rejecting bananas, in order to see that the growers get fair 
treatment. The monetary board has reduced export taxes on bananas from the 
Esmeraldas region by one-third. Export taxes on bananas from other regions 
have been reduced from $1.50 to $1.20 per stem from June 1 to September 30. 


The National Federation of Coffee Growers of Ecuador is being formed by 
coffee growers from Ecuador's principal coffee-growing regions along with 
exporters and government officials under the guidance of Jaime Nebot Velasco, 
Minister of Economy. The principal objective is to develop a program of 
increased coffee plant cultivation. This will be done by means of long-term 
loans for growers. The government has recommended that banana growers of the 
Esmeraldas region turn more to production of coffee. Because of poor crops 
resulting from plant diseases, receipts from bananas shipped from the 
Esmeraldas region have not compared favorably with those from other regions. 


It was announced late in April that, beginning May 1, Ecuador's require- 
ments for advance deposits of the amounts of customs duties were to be reduced 
by 10% per month until they were eliminated completely. Prior to this 
regulation, a deposit of 50% to 70% had been required. 


The 238-page survey published June 27 by the United Nations Economic 
Commission for Latin America states that Ecuador alone among the Latin American 
countries had taken steps to improve its cacao production by attacking crop 
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diseases and reclaiming abandoned plantations. The current world shortage and 
high prices of cacao instigated these measures. 


The Ecuadorean Railroad Company has completed a $2 million 45-mile oil and 
gas pipeline joining the coastal city of Bucay with the inland city of Palmira. 
Arrangements have been made for extension of the pipeline to Quito, and work is 
expected to go ahead soon. The transportation of oil and gas by rail has not 
been a paying proposition, and the pipeline is expected to relieve this 
situation upon its final completion. Although useful, the pipeline will not 


pay until extended to Quito. 


The Ecuadorean R:iilroad Company has ordered 20,000 tons of steel rails 
from a French firm (Cidelor) for $2.6 million. Ten per cent is to be paid with 
the opening of the letter of credit, 10% is to be paid on delivery, and the 
rest in eight subsequent equal monthly payments. 


The Quito to San Lorenzo railroad, started in 1951, is to be finished in 
December at a cost of $9.3 million. San Lorenzo is now only a sleepy fishing 
village but might become a promising commercial port on completion of the 


railroad. 


Last year the Ecuadorean Government committed itself to a three- to five- 
year highway construction and improvement program. To provide a nationwide 
system of all-weather roads, $39 million will be spent on 2,300 kilometers of 
highways. One-fourth of the cost is to be paid for by foreign loans. 
Contracts have been signed for the construction by 1958 of 488 kilometers of 
new roads, two of them part of the Pan American Highway. The cost of these 
contracts is set at $9 million. 


PACIFIC COAST REPUBLICS 
PERU 


Contrary to expectations (H.A.R., VII: 4), recent flare-ups in the border 
dispute betweenEcuador and Peru continue to cause tension. Representatives of 
the United States, Argentina, Brazil, and Chile met in Rio de Janeiro on 
June 12 and appealed to both nations for a calm approach to the issues 
involved. Behind the diplomatically mild language of the four-power statement, 
there appears the fear that an actual armed clash could occur, even while 
possible solutions were being considered by the four powers. They acted in 
their capacity of guarantors of the Rio protocol of January 20, 1942 to settle 
the long-standing boundary dispute between Ecuador and Peru. 


Although the Rio Protocol was supposed to have settled the question 
permanently, its only effect has been to provide permanent machinery for deal- 
ing with disputes that arise. This meeting was called by Argentina in view of 
the mounting tension growing out of the series of accusations by Ecuador and 
Peru against each other (See Ecuador). Ecuador is said to have received a 
shipment of arms from Argentina, though official sources deny the report. It 
is possible that the feelings of both governments have actually been 
intensified by recent oil exploration activities in this area. 


Peru has made arrangements with Peruvian Oils and Minerals, Ltd., a 
Canadian-owned concern, to explore certain areas on the Cenipa River, 50 
kilometers from the Condor Range in the Zamora Santiago region. Ecuador strongly 
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protests the fact that Peru issued this oil concession in this particular 
region and, in addition, plans to develop this undefined area by establishing 
penal farm colonies and by building roads and landing fields. 


The search for oil continued on other fronts as the Socony Vacuum Oil 
Development Company of Peru began a magnetometer and aerial photographic survey 
in various sections of eastern Peru. The applications were filed in 1953 for 
exploration rights on 852,755 hectares of oil lands comprising 20 concessions 
in the Peruvian Amazon region. Fifteen of the concessions are located in the 
region of the Santiago and Morona Rivers, northern tributaries of the Maranén, 
+o the northwest of the 999,988-hectare concession held by the Texas Petroleum 
Company. Five more concessions are located between the Pachitea and Aguaytfa 
Rivers to the northwest of the operating concessions held by the Ganso Azul 


interests. This will be the first magnetometer survey in the region east of 


the Andes. 


On the Pacific Coast, Douglas Oil Co. of California brought in a well at 
Lobitos Bay, the first under Peru's new oil law. In spite of the great amount 
of oil exploration and development taking place in Peru, the country's oil 
output dropped to 15.9 million barrels in 1953 from 16.4 million in 1952. 


On the other hand, due to increased planting and an ideal growing season, 
a record cotton crop is expected. The estimate is for a bumper total of 2.3 
million quintals, which would exceed the 1953 crop by 300,000 quintals. 


Money for general business purposes has again become very tight as a 
result of heavy corporate tax payments and the increased import activities 
caused by the arrival of accumulated shipments after the lifting of the New 
York dock strike. Heavy seasonal movements of agricultural products is also a 
contributing factor. It is expected this condition will continue until August, 
at least, when the peak movement of the cotton crop will have passed. 


The increased demand for foreign exchange, when the liquidation of 
documents returned to normal after the New York shipping strike, has caused a 
slight weakening of the sol. Present quotations in the official and free 
markets are 19.50 soles and 20 soles per dollar respectively. 


The most modern salt refining plant in South America is under construction 
at Lima, Peru. The plant, costing $500,000, was designed by a United States 
concern. It will have an annual output sufficient to meet all of Peru's 
requirements. 


Haya de la Torre is now able to proceed with his plans to travel and 
lecture in spite of visa and passport troubles. On June 12, he was refused a 
visa by Panama where he had planned to stop after visiting Costa Rica. He 
missed a banquet in New York earlier this month because he did not have a valid 
passport. Although Haya de la Torre had not received permission to reside 
anywhere except in Mexico (H.A.R., VII: 4), Mexican authorities have arranged 
special identity papers in lieu of a passport that will permit him to leave the 
country. He said that he would leave Mexico City by way of Miami, Florida 
around June 17. Puerto Rico was the first stop on his South American itinerary. 
On June 18, after a welcome by Governor Munoz Marin, Haya de la Torre was 
received with a great deal of enthusiasm by the Federacién Libre de 
Traba jadores. 
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Since the time of Pizarro, men have searched continuously for fabulous 
"lost" cities of the Incas. Many have been discovered and explored. It is 
believed that many remain hidden in the little explored regions of Peru. 
Sebastian F. Snow, author of My Amazon Adventure, is heading an expedition to 
search for the legendary city of Paititi. Evidence of the existence of this 
city rests mainly on specimens of an exotic pottery which have occasionally 
been brought in the Urubamba valley from the highlands to the west by Indians 
of the forest tribes. The area to be explored lies some 200 kilometers due 
east of Huancayo and 250 kilometers northwest of Cuzco. Maps of the region 
show the Urubamba and Apurimac Rivers and their tributaries, but are otherwise 


largely blank. 


Victor Von Hagen is director of an expedition associated with the American 
Geographical Society studying the highway of the Incas. This expedition has 
established the fact that there were two main systems: the mountain road, 
which began in what is now Colombia, ran through Ecuador, Peru and Bolivia and 
split to reach into modern-day Argentina and Chile, a total distance of 2 4 00 
miles. The secen4, the coastal highway which began at Tumbes, Peru, at 3 
south latitude near the Kcu..ior boundary and traversed the entire desert coast 
for 2,400 miles to the Maule River in Chile, 35° south. The Ines realm, which 
was at its height in 1500 A.D., was held together by its system of roads. 


BOLIVIA 


Public confidence in the Bolivian economy was strengthened with the recent 
publication of the 1954 foreign-exchange budget, providing $25 million for 
commercial and industrial imports, compared with $17.7 million in 1953. This 
relaxation of import restrictions undoubtedly accounted for Bolivia's 
comparative optimism, which existed in spite of an $18 million net deficit 
after U.S. aid and other credits are deducted. The optimism was demonstrated 
by the strengthening of the free market rate of the boliviano from the high of 
1,520 to the dollar in mid-April to 1,400 at the end of that month (though it 
was weakened to 1460 bolivianos in June). This budget has earmarked $10 
million for commercial importations and $15 million for raw materials and 
equipment to be imported by industry. 


The 1954 national budget with estimated expenditures of 15,298,883,988 
bolivianos and income of 14,160,270, 385 bolivianos was also recently approved 
by the Bolivian Cabinet. This showing of only a slight deficit could be 
misleading, however, as Bolivian budgets traditionally have shown only small 
deficits whereas actual expenditures have exceeded income by a far larger 
amount. Last year's national deficit amounted to about 20%. Both the foreign- 
exchange budget and the national budget have been designed to allow a more 
stringent fiscal control over expenditures by the various governmental 
departments and agencies. 


Australia, Canada, Denmark, Ecuador and Turkey signed the International 
Tin Agreement on June 28 in a last minute rush before the June 30 deadline. 
These five countries brought the total number of signatories to 13, including 
Bolivia, with only 9 required for ratification. The agreement aims to 
Stabalize prices in the interests of both consumers and producers. It would 
keep the price of a long ton of tin between a floor of $1,792 and a ceiling of 
$2,464 and thus prevent a collapse or meteoric rise in prices. A buffer stock 
of tin would be administered by an International Tin Council. The council 
would release tin when prices reached the ceiling figure and buy it back in the 
market when prices hit the floor. The U.S. has opposed the treaty and is the 
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major consuming power to abstain. All producing countries except Thailand have 
already signed. Officials predicted that the next step, ratification by the 
various governments, would go smoothly. 


Bolivian oil production rose from 1,400 barrels a day in March 1953 to a 
record 5,000 barrels a day in March 1954. In 1949, the previous peak year, oil 
output averaged only 1,900 barrels a day. Five new wells were opened at Camiri 
late last year, and several more were opened in early 1954. The Camiri field 
is now expected to supply enough light crude oil to more than fill domestic 
jemand for kerosene and gasoline. This will save an estimated $3 million in 
foreign exchange formerly spent on imports. In addition, Bolivia hopes to 
export surplus oil products. Since 1937, a government agency has controlled 
oil production and refining in Bolivia. In spite of a 1950 law which permits 
limited operation by private foreign capital, the large, foreign oil producers 


have shown little interest. 


Dr. Maurice L. Perlzweig, chairman of the international affairs department 
of the World Jewish Congress and consultant to the Economic and Social Council 
of the United Nations, praised Bolivia's aim of seeking to encourage 
immigration, without bars of race or religion, to develop its economy. Report- 
ing that he had talked with President Victor Paz Estenssoro and other 
high-ranking Bolivian officials, Dr. Perlzweig said that the Bolivian President 
was determined "to eradicate anti-Semitism" and sought to promote democratic 


ideals. 


In an assembly held on June 9, university students in La Paz decided to 
declare a strike in protest against a decision reached by the university 
president and council which prevented the students from establishing a 
university governmental body made up of an equal number of professors and 
students. The assembly was attended by representatives of the Bolivian Central 
Labor Organization, offering material and moral aid to the striking students. 


The Foreign Commerce Department of the Central Bank of Bolivia announced 
that Bolivian import permits issued before June 30, 1953, will be invalid after 
June 30 of this year. Beginning July 1, Bolivian banks may not effect payment 
against such dated import permits unless a new import permit chargeable against 
the current fiscal year is obtained. The purpose of this requirement is to 
eliminate a growing backlog of import permits against which shipments have not 
yet been made or for which remittances of foreign exchange have not been 
effected by Bolivian importers. 


The National Labor Court ordered the expropriated Patino Tin Mining 
Company on June 3 to pay its former workers 397 million bolivianos (about $2 
million). The miners' union demanded higher wages three years ago, and the 
case eventually went to the labor court. 


On behalf of the Bolivian Government, an American consulting engineer 
recently arrived in Bolivia to undertake a preliminary survey of the large 
Mutin iron-ore deposits in southeastern Bolivia on the Brazilian-Bolivian 
border. An investment of $35 million for equipment for smelting and for 
building a railroad from the nearest point to Mutun to a port on the Paraguay 
River would be a primary factor in developing the deposit, the inaccessibility 
of which poses a major problem. 


Belgian business groups will lend Bolivia $5 million worth of machinery 
and spare parts to improve mining. Credit will later be extended to the extent 


of about $10 million. 


CHILE 


The Cabinet crisis of the past two months (H.A.R., VII: ,5) continued 
into the month of June and dominated the political scene in carte While 
liberals and leftists protested against the support which Chile had given the 
Jnited States at the Caracas conference, Finance Minister Guillermo del 
Pedregal announced on June 2 that several cabinet members , including himself, 
had handed their resignations to President Carlos Ibanez del Campo. Disregard- 
ing pressure from political parties, President Ibanez formed a "technical- 
administrative" Cabinet on June 5, the seventh Cabinet formed in 20 months. 
The Cabinet is described as the final formula arrived at after a busy week 
spent considering several suggested lists of prospective members. It throws 
together professional and technical elements not associated with political 
parties. With the backing of Congress, it is hoped to institute a program of 
drastic economic measures designed to control inflation and improve the 


national economy. 


The Cabinet is headed by General Abdén Parra as Minister of Interior and 
includes the following: 


Foreign Relations - Pedro Lira Urquieta Agriculture - Eugenio Suarez 


Finance - Jorge Prat Echaurren Health - Carlos Vassallo Rojas 
Economy - Jorge Silva Guerra Justice - Oswaldo Koch 
Education - Oscar Herrera Palacios Lands - Mario Montero Schmidt 
Defense - Tobias Barros Ortiz Mines - Luis Mackenna 

Public Works - Benjamin Videla Labor - Ignacio Cousino 


Secretary General of Government - Roberto Aldunate 


Almost immediately the new "technical-administrative” Cabinet came under 
fire by opposition parties, among them the Popular Socialist party. Eduardo 
Osorio, Popular Socialist deputy, declared that the new Cabinet is no different 
from all the rest and reflects the indecision of the Chilean leadership. 


On June ll, it was reported that Chile's Minister to Turkey had informed 
his government of Cominform instructions to Communist leaders in Chile to stage 
activities against the government. However, General Abddén Parra stated that 
"special measures" would not be adopted until the matter could be investigated. 
The "Anti-Communist Movement" of Chile published a statement during the month 
declaring that the Communist party is planning a convention in July at an 
unspecified site. Its alleged purpose will be to draw up measures which will 
assist party members throughout the Americas to gain control of organs of 
government, create chaos, and generally to immobilize national affairs. 


El Mercurio, the leading independent daily in Chile, appealed during the 
month for a restoration of the "principle of authority" lest a resort to 
dictatorship be the result of the continued trade strikes and legislative 
clashes with the executive branch of the government. It is rumored in Chile 
that President Ibanez had arrived at the extreme of Considering a possible 
closure of Congress and calling for new elections. El Mercurio blamed the 
practice of "direct action" as the cause of the national crisis and placed the 
chief responsibility on the trade unions by implying that they were forcing the 
s0vernment to capitulate on all economic issues. Recent strikes have been so 
Successful that, even when they have been ruled illegal, authorities have 
confessed their inability to impose penalties; thus, the unions are in the 
position of not being able to lose. El Mercurio called for more cooperation 
among public authorities and for more understanding of the responsibilities of 
each branch of government coupled with harmony of action. 
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On June 13, 1,000 officers of the merchant marine threatened a strike 
which could extend to the 40,000 members of the Confederacién Marftima 
(maritime union). They demanded that the shipping companies make salary pay- 
ments received in dollars in foreign ports at the official rate of 110 pesos 
per dollar. The protest made to Jorge Silva, Minister of Economy, stated that 
the companies made payments on the basis of the free rate of exchange of 350 
pesos per dollar, thus cutting their salary to about a third. 


On June 20, several thousand youths of seven political parties ranging 
from the left-wing Socialists to conservative Social Christians staged 
demonstrations in front of the Guatemalan Embassy where ex-President Juan José 
révalo, Guatemala's Ambassedor-at-large in Latin America, was staying. The 
demonstrations culminated that night in downtown Santiago with the burning of a 
U.S. flag by students shouting pro-Guatemalan slogans. Workers and students 
joined together on June 26 to stage another demonstration which ended without 
incident. 


The United States informed Chile during the month that it would support 
Carlos Davila in his candidacy for Secretary General of the Organization of 
American States. His appointment has since been announced, to be effective 
about the first of August. The new Secretary General, who succeeds Dr. Alberto 
Lleras Comargo, is well known in both diplomatic and journalistic circles as a 
strong proponent of inter-American sclidarity. After being Chilean Ambassador 
to the United States from 1927 to 1931, he served as provisional President of 
Chile in 1932. He is the founder of the newspaper La Naci¢n in Santiago and 


author of We of the Americas in which he urges western hemisphere solidarity 
and emphasizes regional economic trade and development as opposed to the U.S.= 
financed development of Africa. 


It is now estimated that Chile faces a trade deficit of $124 million for 
1954 due primarily to the decrease in copper exports. Imports are being cut to 
a minimum. The list of prohibited import items is 15% to 20% longer for 1954 
than for 1953. Wherever possible barter agreements are being made, such as the 
agreement completed with Belgium, by which Chile will ship 30,000 tons of 
nitrates in exchange for metallurgical chemicals and glass products. Chile 
will ship 20,000 tons of sulphur each to Germany, France, and Great Britain. 
Chile will supply Argentina with 1,000 railroad cars annually and in return, a 
mixed-capital Chile-Argentine company will build packing houses in Antofagasta, 
Tocopilla and Iquique to handle Argentine meat and proiuce; presumably the 
cattle will be shipped from Argentine by sea. Chile pians to buy 45 ships at a 
cost of $90 million to augment its merchant fleet. The Japanese Kawasaki 
Dockyard has extended credit to Chile towards this goal. 


As for general business conditions, credit in commercial banks continued 
sufficient to meet ordinary needs of borrowers, and sales were high with 
collections good. Very few exchange permits in dollars were issued by the 
Exchange Control Board, but there was a slight relayation in the granting of 
import licenses in the sterling area. Some British firms were authorized to 
remit accumulated profits. The free rate of exchange was fairly well leveled 
off at 346-350 pesos per dollar. At least three boud issues were authorized. 
One in the amount of $11 million will cover indebtedness to firms supplying the 
country with petroleum products; two issues by the Banco del Estado de Chile 
wig at agricultural development and the building of low-cost housing 
projects. 


in addition to his many contributions to Latin American publications, is the 
| 


Continuing inflation still remains the source of difficulties in Chile and 
the cost of living reports available are not encouraging. Living costs rose a 
record 56% during the past year and another 14% during the first quarter of 


this year. 


Early in June it was announced in Washington that Chilldn, Chile will be 
the center of operations for a Point-Four project being worked on cooperatively 
py the Point-Four mission to Chile, Chilean authorities, the University of 
California (School of Agriculture), and the Rockefeller Foundation. The 
principal aim of the project is the increase in food production for a city 


believed to be in rapid growth. 


RIVER PLATE REPUBLICS 
ARGENTINA 


A triangular barter arrangement involving Peru, Germany and Argentina has 
been disclosed which should turn out to be a sizable contribution to the 
fulfillment of the million-ton-per-year steel industry contemplated by Perén's 
Second Five-Year Plan. It is understood that in return for shipments to Peru 
of 300,000 tons of Argentine wheat and about 15,000 tons of meat annually, the 
Compania Financiera del Pert will make available to Argentina a credit of 
$125 million for the purchase in Germany of steel-manufacturing equipment. 
After the first nine-year phase of the project is completed, a second credit 
for the same amount would be made available. Under the arrangement, Argentina 
has also secured a long-term commitment from the Peruvian combine to supply 
Peruvian coal and iron ore for Argentine blast furnaces. 


It has been estimated that out of a total $500 million investment 
necessary for the expansion of Argentina's steel industry, $200 million would 
be required for the purchase of equipment. The securing of the $125 million 
Peruvian credit is-the most spectacular of Argentina's current efforts to carry 
out these steel plans. Also significant was the recent purchase in the U.S. of 
a $16 million Czech rolling mill, which is expected to be in operation in about 
two years. The mill was sold to Argentina at auction for $9 million after the 
U.S. refused to allow it to be shipped to Czechoslovakia (H.A.R., VI: 12; 

VII: 3). Argentina is also said to have ordered an open hearth furnace from 
Germany to produce the steel the mill will process. An important use for 
Argentine steel, incidentally, will be in the fabrication of Borgward 
automobiles. It was announced in June that a contract had been signed for the 
building within two years of this German car factory. 


Even though the development of heavy industry in Argentina has always been 
one of Perén's principal objectives, it has been repeatedly pointed out by 
his critics that his aim was an impractical one because of the inaccessibility 
and meagerness of Argentina's deposits of iron ore and of the virtual absence 
within the country of coking coal. The President has sought, however, to 
escape these limitations by assuring for the country a dependable source of raw 
materials from his Latin American neighbors. He set out in 1953 to persuade 
latin American nations to join Argentina in an "economic union" designed to 
integrate their economies, such as by the elimination of tariffs. The Peruvian 
Government has shown no interest in signing an economic union pact with 
Argentina; it has shown more preference for maintaining ties with the U.S. and 
Brazil. Even so, observers believe that the steel contract signed by Argentina 
and the Compania Financiera del Peri will accomplish more for Argentina than the 
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union pacts it signed with Chile, Paraguay and Ecuador (H.A.R., VI: 7, 


onomic 
From Chile, Argentina secures for its steel industry small quantities 


10,12). 
af iron ore; it is now also seeking a trade agreement with Venezuela to obtain 
iron ore and petroleum products from that country. 


For the exploitation of local deposits of petroleum and other minerals, 
Argentina is depending heavily on attracting foreign investors under the terms 
of the foreign capital investment law passed in August 1953 (H.A.R., VI: 8). 
Following the visit to Argentina of the Capehart Commission last November 
(H.A.R., VI: 11), the expectation in Argentina of a heavy inflow of American 
capital has helped maintain public confidence in the Buenos Aires Stock 
Exchange, where there has been a healthy turnover. Actually, German and French 
investors have been taking more initiative lately (for the establishment of a 
Diesel motor and a dye plant and the importation of electrical and oil-drilling 
equipment) than the Americans, while the latter have apparently been hesitating 
to see how the government will treat already established capital in the country 
and whether it will allow any remittances on blocked profits which are continu- 
ally depreciating in value. A few companies, such as Pan American Airways, 
have decided to put blocked holdings into local investments and thus protect 
them against further depreciation until it becomes possible to make remittances 
on them. Floyd Odlum, president of the Atlas Corporation, proposes to channel 
his company's blocked pesos into a newly formed "Atlas Corporation Argentina." 
Odlum also disclosed the formation in Delaware (by Atlas Corporation and Dresser 
Industries of Dallas) of a company called Petro-Argentina, which will be 
authorized to drill 300 oil wells for the Argentine Government, and to build a 
400-mile pipeline for Argentina between the Neuquén oil fields and the seaport 
of Bahfa Blanca. Odlum said he expected that within a month President Perdén 
would present a law to Congress confirming a 25-year contract calling for 
limited crude oil development by Odlum's company. Refining and distributing 
would be left to the government. Reserves in the Neuquén field have been 
estimated at60-70 million barrels. The company is to obtain a profit on all 
oil over 20 million barrels. At present, the field yields 15,000 barrels a day. 


Prospective American investors waiting to see if Argentina will allow 
large-scale remittances may find that the country will be in no position to do 
so if foreign trade figures continue as unfavorable for Argentina as in the last 
few months. The Republic showed a favorable balance of trade for 1953 and the 
first two months of 1953; however, recent months have produced for the country a 
large deficit, and there is little hope that there will be an improvement in the 
near future. This situation is due to Argentina's urgent need for additional 
imports at the same time that world prices have continued to decline for 
Argentina's major export commodities, particularly wheat. The decline in wheat 
prices is said to be due to a smaller world demand (because of large carryovers 
from last year) as well as to anticipated bumper crops in almost all producing 
nations. Moreover, many importing nations are encouraging the growth of wheat 
within their own borders in order to conserve foreign exchange. Large harvests 
in Argentina made possible a sudden sharp upsurge in its exports, which for the 
first nine months of this crop year leaped to 86.6 million bushels from 10.6 
million last year. Canada and the U.S., in order to make their wheat more 
competitive, found themselves "forced" to cut prices by 10¢ a bushel, the big- 
gest slash for Canada in post-war years. Argentine Minister of Economic Affairs 
Alfredo Gémez Morales charged that the U.S. price slash was contrary to the anti- 
dumping resolution adopted at the March inter-American conference at Caracas. 
Officials in Washington disagreed; in fact, there have been unofficial 
Suggestions in the U.S. that the Argentine upsurge in exports, causing a loss of 
customers for the U.S. and Canada, itself constituted "dumping." However, the 


« 


Argentine export picture more nearly represents a recovery from the decline 
caused by three years of severe drought on the pampas, rather than being a case 


of “dumping” of surpluses. 


Argentina feels that "dumping" practices, high tariffs, and unjust price 
demands of Western nations have forced it to seek more commercial exchange with 
Russia and its satellites. Perén's description of the markets of Iron Curtain 
countries as offering "extraordinary" possibilities for Argentina foreign trade 
has led to an active campaign on the part of the Communist party to demonstrate 
that only trade with the Eastern bloc can save the economy of Argentina from 
the competition of "Yankee imperialism." This was the sort of Communist 
activity which Harold Stassen warned in May (H.A.R., VII: 5) would be the 
result of the Argentine-Russian trade pact of August 1953. To some suggestions 
in the U.S. that Argentina is "playing the Communist game" by increasing its 
trade with the Soviet-bloc nations to huge proportions, Argentines answer that 
Argentine trade relations do not necessarily have any connection with their 
political sympathies. As a matter of fact, the government started in June 
charging Communists with instigating the increasing labor troubles that are 


plaguing the nation. 


Ever since wage contracts expired in February, management and labor heave 
been trying to reach new agreements. Some agreements have been arrived at more 
or less peacefully. International telegraphic communication companies enied a 
brief slow-down strike of their employees by quickly coming to terms on wage 
increases for workers in the lowest wage categories. On June l, a general wage 
increase was granted the nation's 500,000 public employees. According to the 
government, this increase brought these wages up to the level of non-government 
workers in almost every line of endeavor. It was claimed that the raises had 
been made possible by the government's policy in the past year of eliminating 
non-essential jobs which were vacated for one cause or another. This permitted 
each department to cut its operating budget and thus accumulate surplus funds. 
(Another Perén plan for increased government efficiency--the reduction of the 
cabinet from 21 to 6 ministries--has been revised to lower the number merely to 
16. The revision was interpreted as a defeat for Minister of Technical Affairs 


Rail Mende, the author of the original plan.) 


In the Metallurgical Industry, union leaders accepted wage increases 
ranging from 12% to 25%. However, some dissatisfied union members criticized 
their leaders for not holding out for higher raises and for accepting a 
contract that did not provide for full pay for the fortnight they were on 
strike. An inter-union fight on June 4 resulted in the death of three and 
serious injuries to 48 others. At the same time, the rubber workers union 
refused to accept a government order enjoining the union and appointing a new 
leadership. The union faces the possibility of being declared illegal. When a 
group of 400 workers attempted to hold a meeting on June 10, they were dispersed 
by the police who used tear gas against them. In the key heavy chemical 
industry, the government had also to contend with the strike of 4,000 of the 
nation's estimated 15,000 heavy chemical workers. 


On July 7, Interior Minister Angel Borlenghi took his first public notice 
of union violence. He instructed the metal workers union that since they had 
complete union liberty," they were morally obliged to respect the will of the 
majority. He indicated the government's desire not to interfere in the 
conflict, but said "it cannot refrian from carrying out its duties of safeguard- 
ing order among the contestants and the security of the rest of the population.” 
Accordingly, the police were instructed to use "their prestige as Peronista 


« 


slice” to prevent acts that could lead to violence. Three times the police 
lanned marches of the metal workers to the Casa Rosada. Scores of 

e 4 fight in the metal workers union and in later 
disturbances were arrested. On June 8, the Confederacién General del Trabajo 
(C.G.T.) charged that all the trouble was being caused by Communists. The 
police claimed that most of those arrested were Communists. (The student 
organization of the School of Engineering said that none of its members who had 
been arrested were Communists, but, on the contrary, had been known for their 
strong anti-Communist struggle in university organizations.) Meanwhile, 
Peronista newspapers launched a full-scale attack against Communist infiltra- 
tion, and, for the first time, called the World Federation of Trade Unions a 
Moscow weapon designed to stir world unrest. The press carried pictures of 
eight Communists who had allegedly infiltrated the metal workers union. This 
was the first acknowledgment of such infiltration in Argentina in years. It 
has been suggested in some quarters that the arrests were a prelude to forth- 
coming Congressional action outlawing the Communist party in that country. In 
mid-June, striking workers returned to work, and many unions confessed that 


they had been "misled." 


P 
proke up P 
agitators involved in the Jun 


In line with the new government attitude regarding Communists, it is 
interesting to note that the police dispersed a pro-Guatemalan demonstration by 
the Federation of American Students on June 21. The group was headed for the 
Guatemalan Embassy, where, its leaders said, they had planned to attack alleged 
U.S. intervention in Guatemala's internal affairs. During the same evening, 
several small groups of student-age people went down Calle Lavalle making short, 
loud speeches. They also scattered Communist leaflets that acclaimed the 
"heroism" of the Guatemalan people in the face of the invasion of their country 
by the "lackeys of Yankee imperialism." Little interest was displayed by the 
crowd walking along the street, and police watched politely. 


URUGUAY 


A favorable trade balance in Uruguay for 1953 reached $74.6 million, 
compared with deficits of $136.7 and $48.5 million respectively in 1951 and 
1952. The country upped its exports by $60.9 million to $269.8 million and 
cut its imports by $62 million to $195.2 million. Principal imports were raw 
materials, machinery and spares, and fuels and lubricants; major exports were 
wool (up by $58 million to $126.3 million), meat and manufactured goods. 


With wool prices now declining, Uruguay is considering exempting the 
producer from certain taxes on wool sales made during the year ending 
September 30, 1954. Even talk of this proposal has made the wool market more 
lively, and some sellers are no longer waiting to dispose of their stocks. From 
October 1, 1953 to April 30, 1954, only 76,904 bales had been shipped, compared 
with 179,118 bales during the same previous span. 


Uruguay was recently criticized for upsetting the world wool tops market by 
granting preferential exchange rates and export subsidies. The British 
representative to the International Wool Textile Organization, Brussels, 
asserted that the effect of these preferential exchange rates had been phenome- 
nal, raising exports of Uruguayan tops from 1.3 million pounds in 1949 to 
27.4 million pounds in 1952-53. The Uruguayan delegate to the international 
organization insisted that his country was not the only one protecting its wool 
industry, He explained that “export premiums" exist at present to help towards 
a= of the heavy costs involved in the creation of the new wool 

ndustry. 
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A Swedish delegation will soon go to Uruguay in order to discuss the 
improvement of the storage and packing of meat which is being exported to 
sweden. Swedish technicians have stated that the cleanliness and the packing 
of Uruguayan meat is not up to the standard which Sweden requires. They wish 
+o prevent a repetition of the paratyphoid epidemic of last summer, as a result 
of which over a hundred persons died. The technicians reported having 
discovered a "considerable concentration of paratyphoid bacteria" in a series of 
shipments which they investigated. Specialists of the Swedish Board of 
Sanitation recommended the suspension of importation at least until the quality 
of the shipments meets Swedish requirements; a spokesman for the Swedish 
Ministry of Foreign Relations said that he did not believe that such a measure 


would greatly prejudice Swedish-Uruguayan commerce. 


Omar Diaz, Organization Secretary of the Perén-controlled ATLAS 
(Asociacién de Trabajadores Latinoamericanos) and Washington Garcia Camps, 
leader of the Uruguayan branch of this labor organization, were recently 
arrested in Montevideo under charges of “illegal association.” Together with 
other Peronista elements in Uruguay, they had organized a so-called "revolution- 
ary movement" which published a newspaper exclusively devoted to attacks 
against prominent Argentine democrats living in exile, as well as distinguished 
representatives of Uruguayan democracy. When the police made a surprise visit 
to the headquarters of this organization, they found a quantity of rifles, 
blackjacks and other prohibited arms, together with packages of literature 
extolling Perén as well as Mussolini and Hitler. Robert Alexander reports in 
Kemispherica, a bulletin of the U.S. committee of the Inter-American 
Association for Democracy and Freedom, that since ATLAS has been unable to 
recruit much support outside of Argentina, there are rumors to the effect that 
Peronistas are considering the dissolution of the group. 


Police in Montevideo reported that on the night of June 22 student 
elements actively protested against recent developments in Guatemala by throw- 
ing stones at the United States Embassy, the pro-U.S. daily newspapers El Dia 
and El Pais, the University, and the Hotel Victoria Plaza, which is affiliated 
with Pan American Airlines and accommodates American tourists. 


PARAGUAY 


The election of General Alfredo Stroessner as President of Paraguay was 
virtually assured when the national convention of the Colorado party nominated 
him by acclamation on June 14. The Colorado is the only legally recognized . 
political party in Paraguay. General Stroessner is the Army Chief of Staff who 
led the May 6 army revolt in Paraguay which deposed President Federico Chaves 


(H.A.R., VII: 5). 


Paraguay is soon expected to join the growing list of Latin American 
countries attempting to attract private capital by special laws. Studies made 
by a team of United Nations experts in Paraguay showed the necessity of such a 
law in view of statistics disclosing an ever-increasing population along with a 
static production level. Basically, the proposed bill would free capital goods 
from consular fees and customs duties, and from income taxes for a five-year 
period. Interest and dividends could be remitted two years after the new 
company is a going concern. Dr. Manuel Sanchez Sarto, chief of the U.N. 
technical mission, further proposed that laws be adopted providing protection 
for domestic industry. Dr. Sarto noted that because the government has paid 
little heed to problems of meat-packing establishments and cattle producers, 
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there is less slaughtering today than five years ago, even though herds are 
much larger. Meat exports dropped to nothing last year. 


An increase in the commerce between England and Paraguay may be the result 
of the visit of Dr. Rogelio Espinoza to London. Dr. Espinoza, ex-Minister of 
Finance in Paraguay, has not gone to England in an official capacity, but his 
trip may indicate a desire on the part of the government for greater exports of 
Paraguayan meat and lumber to Great Britain and an improvement in the breeds of 
Paraguayan cattle. Dr. Espinoza is studying the possibility of importing 
frozen semen from pure English breeds for artificial insemination of cattle in 
Paraguay. The latter country's cattle herds, grown in the insect-ridden Chaco 
area of western Paraguay, have always been much inferior to the distinguished 


Argentine and Uruguayan stocks. 


Recently CAFE (Cia. Americana de Fomento Econémico), a Brazilian economic 
development company headed by Texan Clarence E. Johnson, began operations in 
building three camp towns and planting coffee seedlings within a 560,000-acre 
area in northeastern Paraguay between the cities of Concepeién and Pedro Juan 
Caballero. By year end, CAFE hopes to have cleared 60 separate farm units of 
124 acres apiece, each with 25,000 coffee plants. Already with over $300 ,000 
in commitments from U.S. investors, CAFE plans to operate these farms on a 
contract basis for a 15-month period, after which time the individual investors 
will take full title to the land. Profitable crops usually cannot be expected 
from coffee until the fifth year. CAFE will market the coffee in the U.S. 

This project has the support of both the International Bank, which reportedly 
will make a loan to improve a railway to the Paraguay River port of Concepcién, 
and the Brazilian Government, which would like to divorce Paraguay from its 
status as an economic vassal of Argentina. Paraguay, whose gross national 
production amounts to only $70 million, also realizes that this operation can 
bring tremendous economic benefits; the first crop is expected to triple the 


Paraguayan gold and foreign exchange reserves. 


The Paraguayan-Labor Confederation is seeking a 125% increase in the 
minimum wage over that provided in the law passed last year. Under that law 
the average daily wage for industrial and commercial workers in Asuncién is 
40 guaranfes, the equivalent of $2.65 at the official rate, 65¢ at the tlack 
market rate. Detailed allotments of an average budget for a family of five 
persons indicate a minimum need of 129 guaranies daily. According to the New 
York Times, the cost-of-living index in June, with a 1938 base of 100, includes 
the following figures for Paraguay: food, 5,590; rent, 3,572; light and fuel, 
3,394; clothing, 10,218. 


One of Paraguay's great needs is accurate statistical data. The data 
which is available, largely as a result of activities of the Point Four 
programs, particularly show the extensive problems facing current U.N. and U.S. 
aid units in Paraguay in health, education and farming. According to statistics 
from the July-August, 1954 issue of Facts and Figures (edited by the Inter-Ameri- 
can Regional Organization of Workers), there are only 412 physicians in 
Paraguay to care for a population of more than 1.4 million. Of these, 320 
reside in Asuncién, a city of about 206,000. Forty-two percent of the children 
of Paraguay between 7 and 14 years of age do not attend school; of those in 
elementary schools, 44% are in the first and 23% in the second grade. 


Paraguay will soon have a national merchant marine, according to the 
weekly financial publication, Review of the River Plate (H.A.R., VII: 4). Bids 


will be opened for three small cargo ships and a tanker, all to be assigned to 
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The ships must not exceed a draft of & feet with their complete 


river service. 
The tanker must 


loads of fuel and provisions and with a cargo of 1,000 tons. 
be able to carry 1,100 tons of fuel or vegetable oil. 


The worst flood in 50 years along the Paraguay and Parana Rivers put some 
3,000 homes under water in Asuncién in June. The entire Asuncién port area was 
submerged. Meteorologists said recent rains were the heaviest in 25 years. 
Gauges at one point registered 7.40 inches of rain in four hours. At 
Concepcién, about 125 miles north of Asuncién, waters were more than 13 feet 
above normal. Argentina sent relief missions by air and river ships. 


BRAZIL 


Brazil's political pot boiled up ominously throughout June, as President 
Vargas encountered stiff opposition to his new minimum wage decree (H.A.R., 
VII: 5). Opponents of the measure scored an important blow on June 26 when 
Brazil's Supreme Court suspended operation of the decree pending a study of its 
constitutionality. The wage increase had been due to go into effect on July l, 
and would have established a monthly minimum wage of 2,400 cruzeiros for 


unskilled laborers. 


The Supreme Court's action engendered a vigorous reaction from labor. 
Furthermore, owing to the unfortunate circumstances surrounding the entire 
affair, the Brazilian proletariat is unlikely to be mollified even if the 
employers' success in staving off the pay increase proves temporary. In 1953, 
as soon as it became clear that President Vargas favored the raise, prices of 
all sorts skyrocketed. Again, after the decree had been signed on May 1 
(H.A.R., VII: 5) prices shot up while pay remained static. Consequently, as 
workers feared late in June that they might also lose the benefits which they 
thought they had won, the situation became explosive. 


Denouncing the attempts of management to hamstring Vargas' new measure, 
eight labor union federations in the state of Sao Paulo called for a united 
front against the Supreme Court action. It was reported from Rio de Janeiro 
that agitators, including Communists, would foment a national strike on July l, 
the day that the new minimum wages were to have become effective. Labor 
sources also pointed out that no one objected in 1951 when President Vargas 
increased pay through an identical measure. It was likewise claimed that even 
the new increase would not solve problems created by an "unbridled and abusive 


rise in the cost of living." 


Opponents of the decree, however, pointed out that Vargas' 1951 wage 
increase was much smaller than the present one, which proposes to raise minimum 
wages from about $22 to over $44 per month. Under this law, unskilled workers 
would be guaranteed more money than a top sergeant in the army, and almost as 
much as a second lieutenant. An even more vehement objection is made to the 
proposed increase in social security contributions. In this instance, skilled 
workers are joining employers in the protest. Brazil's social security system 
is much more extensive than that of the United States. It is built around a 
series of “institutes” that provide medical care and other benefits. Until now, 
the institutes have been financed by forced contributions totaling 21% of the 
first $36 of the worker's monthly pay. Worker, employer,and the government pro- 
vide equal shares. Under the new decree, these contributions must be made on 
the entire amount of pay, regardless of the amount. This would impose a serious 
burden on skilled workers, most of whom earn far more than $44 per month. ‘The 
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effect on employers, who would carry a similar burden for each of their men, 
would likely prove intolerable. For this reason, many factories announced that 
they would have to close down if the decree went into effect. 


It is expected that the fate of Vargas' wage decree will not be settled 
until late in July. First, Vargas must present a report to the Supreme Court 
on the basis for his action. The Attorney General must then prepare a legal 
opinion; finally, the court will consider all arguments and render a decision. 
Meanwhile, labor leaders are expected to mobilize all possible strength to 
convince the court that Vargas' decree must be upheld. 


June also witnessed an attempt to impeach Vargas. The focal point of 
attack was that he mishandled public funds, although the manner was not 
specified. Vargas was also accused of having made unnecessary advances of 
funds, totalling $1 million, to the now-extinct Central Price Committee hand- 
ling meat supplies for the Federal District of Rio de Janeiro. The question of 
Vargas' alleged intrigues with Argentina's President Perén, behind the back of 
the Brazilian Congress, has been pushed into the background. Intended to 
embarrass Vargas and his supporters on the eve of electioneering for the 
October congressional elections, the impeachment move is not seriously expected 
to end in a trial of the President by the Senate. However, it will provide a 
first-class opportunity to air criticism of Vargas on the floor of the lower 


house. 


Although it is impossible to tell whether Brazilian Communists are strong 
or merely noisy, they intensified their activity throughout the country during 
June. They also resorted to large-scale camouflage through the attempted 
organization of a new political party to be called the Brazilian Democratic 
Alliance. They had collected almost enough votes to form the new party, when 
Communist backing of the movement was discovered and thousands of signers asked 
that their names be withdrawn. The proposed alliance is regarded as the latest 
attempt at a cover scheme by the Communists. In January, Luis Carlos Prestes, 
the daring leader of the Brazilian Communism, appealed to his supporters to 
work for the formation of a "popular front" that could overthrow the Vargas 
regime. Subsequently it was decided that formation of a popular front similar 
to the Spanish Popular Front of 1935-36 would not work, but that a new party 
with the high-sounding name of Brazilian Democratic Alliance might bring in a 
profitable harvest of votes in the October elections. Despite failure to 
organize the new alliance, there was daily evidence during June that the 
Communists were making great efforts to penetrate all organized groups. Propa- 
ganda was intensified among university students, while police made many arrests 
among Sao Paulo coffee workers when agitation became rife among them late in 
March. Nevertheless, agrarian leaders warned that the country's entire rural 
populace, expecially Sao Paulo's, was being heavily propagandized by the 
Communists, and that it was necessary to improve the workers' living conditions 
to keep them out of the Communist camp. Although Luis Carlos Prestes has been 
in hiding for several years, he continues tc issue statements and manifestos 
whenever he pleases. 


Late in June, Brazil closed out its World War II Lend-Lease debt to the 
United States by payment of a $5 million check to U.S. Secretary of State John 
Foster Dulles. Brazil received lend-lease aid totalling $361 million, accord- 
ing to the U.S. State Department. The department also noted that war-time 
cooperation between the two countries had been "exceptionally close and 
effective," and that Brazil had since paid each lend-lease installment 


"regularly and in full." 


On June 7, Brazil joined Syria in a complaint before the United Nations 
shat the Union of South Africa had failed to promote the political advancement 
of native peoples in the territory of Southwest Africa. South Africa has 
administrative control over the area under an old League of Nations mandate. 
The gist of the Brazilian-Syrian complaint was that, as compared with other 
African territories, Southwest Africa's political advances have been 


"negligible. 


Brazil's exports to the U.S. for the first three months of 1954 rose 31% 
by comparison to dollar exports for the same period of 1953. The value for the 
first quarter of this year was $410 million, whereas that for the similar 
period of 1953 was $312 million. Total physical volume of this year's first 
guarter exports was almost one million tons, and was seen as a confirmation of 
the suecess of the "Aranha Plan,"which is an export bonus system established 
by Finance Minister Aranha last year (H.A.R., VI: 10). Purpose of the plan 
was to enable Brazilian exporters to earn a greater income in cruzeiros for 
their products, without affecting the dollar cost of these goods to foreign 
importers. However, Brazilians showed alarm during June over falling coffee 
exports. Brazil finished its 1953-54 coffee season with an unexpectedly high 
carry over of nearly 3.1 million bags, according to figures released by the 
Brazilian Coffee Institute. The size of this stockpile is expected to put 
additional pressure on the Vargas administration to lower its minimum export 
price of 87¢ per pound. This export minimum was established by a governmental 


decree late in June. 


Finance Minister Oswaldo Aranha took temporary charge of the Ministry of 
Agriculture on June 9. With his appointment to this post, the financial and 
productive systems of Brazil were united under a single executive. He will 
retain the portfolio of agriculture only until Vargas can find a successor to 
Joao Cleofas, who resigned to campaign for a seat in the Senate. 


Definite plans have been drawn up for still another great steel plant in 
the state of Sao Paulo. It will be located at Pissaguera, and will have an 
initial output of 300,000 tons of steel yearly. A later expansion to one 
million tons yearly is also planned. Initial subscriptions of investment funds 
have been encouraging, and it is anticipated that the majority of the capital 
will be taken up by Sao Paulo industrialists and businessmen. Located on the 
Santos-Jundiaf Railroad, Pissaguera is also close to the Cubatao hydroelectric 


complex. 


R.C.A. Victor plans a 100% boost in its Brazilian activities. Included 
are plans to produce 6 million radio and television tubes yearly, which will 
not only supply the needs of the entire Brazilian market but will permit export 
from Brazil as well. 


: Brazilian industry continues to be plagued by a shortage of rubber. The 
Firestone factory in Sao Paulo was forced to close down in June because it 
lacked the stocks of fine rubber necessary for manufacture of tires, tubes, and 
repair materials. Although Brazil's production of rubber in 1952 was the great- 
est in ho years, industrial consumption continues to outstrip production. Even 
though Brazil consumes only about 45,000 tons of raw natural rubber annually, 
the Amazon region produces less than 34,000 tons. Efforts to raise production 
there have had some effect, and notable advances have been made in the 
development of better strains of rubber. The former Henry Ford "white elephant” 
at Belterra continues its slow development, but its output is still far from 
enabling the country to attain a self-supporting basis, or even to keep up with 
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the national rate of industrial development. In 1952 technicians of the 
Pirelli, Firestone, and Goodyear rubber companies of Sao Paulo made a joint 
report to the Finance Ministry saying that more efficient operation could 

jouble Brazil's rubber yield without the planting of a single additional tree. 
They recommended efforts to settle more workers in the rubber area, and to 
teach them more efficient handling of the latex. To date, only the former Ford 
enterprise at Belterra has succeeded in modernizing its methods. It is managed 


by government agronomists, and other specialists. 


Minas Gerais' new Pai Joaquim hydroelectric station is in an advanced 
stage of construction, and should begin operations by September. The plant 
will serve important towns of the Triangulo Mineiro, such as Uberlandia and 
Araxa. Work has also commenced on the Cachoeira Dourada hydroelectric project 
on the Paranafba River, which forms the state boundary between Minas Gerais and 
Goids. Cachoeira Dourada will produce only 35,000 horse power initially, but 
eventually will be raised to 400,000 horse power. A loan of 200 million 
cruzeiros has also been granted to begin construction of the Salta Grande power 


plant, also in Minas Gerais. 


Complete manufacture of a purely Brazilian automobile is planned by a Sao 
Paulo industrial group. The new automobile factory will be located near the 
town of Sao Carlos, where an industrial area of 3 million square feet is being 
prepared. Construction of the first factory building began in June. Machinery 
and other equipment will be largely of German manufacture; much of it has 
already been purchased in Germany and is awaiting shipment to Brazil. The town 
of Sao Carlos already possesses 400 industrial plants of various sizes, 
including the Johann Faber pencil factory, which is the largest in South 


America. 


Plans have also been drafted for the complete Brazilian manufacture of 
light trucks. It is estimated by the Tractor, Jeep, Truck and Automobile Sub- 
Committee of Brazil's Commission on Economic Development that the country will 
need at least 75,000 light trucks yearly for the next few years if its economy 
is to maintain a healthy growth. The prospects for importing such quantities 
of trucks are considered remote, in light of the exchange implications of such 
purchases. Experts who have studied the new plans for local manufacture feel 
that they could ensure the development, within five years, of a sound 
automotive industry capable of covering Brazil's requirements. As of mid-1953 
Brazil had a total of 650,000 vehicles in operation, of which approximately 
en 98 were automobiles and 312,000 were trucks, busses and other commercial 
vehicles. 


The Mercedes-Benz corporation inaugurated the first part of its new plant 
early in June. By the end of 1954 it expects to be producing diesel trucks, 
automobiles and engines. 


The U.S. Chrysler Corporation is planning to manufacture automobile parts 
in Brazil, according to Cecil B. Thomas, head of the company's export division. 
After an extensive visit to Brazil, Thomas praised the standards of Brazilian 
labor. He also stated that Brazil can commence mass production as soon as it 
has trained sufficient numbers of highly-specialized workers. He added that 
most of the firms producing auto parts in Brazil have good equipment, and put 
out products of high quality. All Chrysler parts to be produced in Brazilian 
industry will be tested by the company's research laboratory in Detroit. 
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Germany's light-weight, economical D.K.W. automobiles will soon be 
assembled in Brazil. Plans call for local assembly at first, with progressive- 
ly greater use of Brazil's auto parts industry, to lead within a few years’ 
time to complete manufacture of the D.K.W. in Brazil. 


The Brazilian Vibar Company is now producing 4 million piston rings per 
year. It is located in Sao Caetano do Sul, Sao Paulo, and is the principal 
supplier to the country's military forces and railway lines. 


Defense exercises were held near Rio de Janeiro early in June, in which 
anti-aircraft cannon of 40 mm. caliber, completely manufactured in Rio's 
Military Arsenal, were used. The Naval Arsenal of Rio has long been producing 


modern destroyers for the Brazilian Navy. 


Brazil, which has four factories producing penicillin, now has a produc- 
tion capacity adequate for its entire requirements. The consumption of 
penicillin has increased very sharply in the country in recent years. Today it 
is about one million units per year per person, or about 40% lower than the per 
capita average in the U.S. It is predicted that streptomycin will be the next 


antibiotic to be produced industrially in the country. 


Sporadic attempts continue to renovate Brazil's highly-inefficient fishing 
fleet. Despite the fact that the long Brazilian coast-line abounds in numerous 
varieties of excellent fish, the national diet includes but little sea food. 
Blame is placed primarily on insufficient catches, rather than on poor trans- 
portation. Consequently, a Brazilian commission of shipping and trade experts 
visited Cuxhaven, Germany, to negotiate for the purchase of special fishing 
vessels now being built in West German yards. Brazil is planning the purchase 
of a number of vessels equipped with special quick freezing systems. Help in 
tapping the country's marine resources might also be received from Portugal, 
which possesses a modern fishing fleet. 


The Klein and Saks mission, which recently studied methods of improving 
Brazil's food industries, has recommended the establishment in Manaus of a 
factory to dry and salt by modern methods the piraruci (Arapaima Gigas) and 
other fish of the Amazon area. The pirarucu is said to be one of the largest 
fresh water fishes in the world. When salted, it is thought to be at least 
equal to imported Portuguese codfish. The Amazon and its tributaries have as 
many species of fish as does the entire Atlantic Ocean. 


In spite of Brazil's notoriously nationalistic petroleum laws, which bar 
even naturalized Brazilians from a financial share in the oil business, six 
U.S. concerns are working on development of the country's oil resources. They 
are collaborating with Petrobras, the national oil monopoly. American special- 
ists, however, are "employed" by Petrobras so as to avoid violation of 
petroleum laws. Brazil, which spends an exorbitant amount of its foreign 
exchange on the importation of petroleum products, hopes to be refining 85,000 
barrels a day by the latter part of 1955. 
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raward Laroque Tinker. THE HORSEMEN OF THE AMERICAS AND THE LITERATURE THEY 
INSPIRED. New York. Hastings House. 1953. Pp. 149. $15. 


This book, with its artistic printing, its attractive sketches and its 
graphic watercolors, is a fine example of the printer's craft. It is therefore 
noteworthy to discover that it was printed for Hastings House in Buenos Aires 
by the well-known publisher Guillermo Kraft. That only 1575 copies were 
printed makes it a collector's item. Mr. Edward Laroque Tinker, who has had a 
long and colorful career, has for many years been active in the field of inter- 
American cultural relations. While horsemanship in the Americas has in general 
a common history, folklore and literary tradition, Mr. Tinker stresses the 
Argentine phase of this development: the gauchos with their boleadores and the 
literature of the pampas, best represented by the poem El Gaucho Martin Fierro 
of José Hernandez. Mr. Tinker writes interestingly and includes in his text 
snatches from literary works. The biography is especially valuable. Mr. 
Tinker clearly belongs to a fast-disappearing species: the gentleman-scholar. 


Harriet de Onis. SPANISH STORIES AND TALES. New York. Knopf. 1954. xi and 
Pp. 270. $3.95. 


This is the third of the "Borzoi Series of Stories and Tales." The first 
two volumes were a French anthology edited by Stanley Geist and a German 
collection edited by Robert Pick. The compiler of this excellent Hispanic 
thesaurus is Harriet de Onfs, wife of the director emeritus of the Hispanic 
Institute of Columbia University. She has provided an interesting introduction 
on the Spanish Short Story and has selected 23 stories, chiefly modern, not 
only from Spain but also from the Spanish American republics. There are brief 
biographical notes about the authors, some of whom, such as Arturo Souto 
Alabarce, are young and relatively unknown. This book provides an excellent 
introduction to a literary form which has flourished in Spanish. 


Ega de Queiroz. THE RELIC. New York. Noonday. 1954. Pp. 289. $3.50. 


This is a translation by the distinguished British Hispanist Aubrey F. G. 
Bell of a well-known novel by Ega de Queiroz. It is the story of a charming 
but unscrupulous young Portuguese, Theodorico, who feigned intense piety to 
assure for himself the succession of a wealthy and pious aunt, and who 
succeeded in leading a double life even when he undertook a pilgrimage to the 
Holy Land in order to produce a relic with which to impress her. Ega de 
Queiroz' humor is delightful, and the Noonday Press is to be congratulated on 
adding this item to its series of distinguished translations. 


‘3 conan Bruce. THE GOLDEN DOOR. New York. Random House. 1954. Pp.2hh. 


The theme of this book is expressed in the sub-title: "The Irony of Our 
Immigration Policy." The description on the cover says: "A timely report on 
the chaos caused by the McCarran-Walter Act--and a plea for a better law now!" 
This effective piece of journalism interests Latin Americanists because of 
certain rather secondary references to the southern republics. However, it 
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suffers from the naive liberal belief that a selection of immigrants is mere 
prejudice. There is no mention of the fact that the parliamentarism which the 
United States is trying not too successfully to apply is the result of a2 com- 
munal learning process of many centuries, and that minorities who do not have 
this background might well wreck American democracy. Something of that is 


happening now. 


Benjamin Subercaseaux. JEMMY BUTTON. New York. Macmillan. 1954. Pp. 382. 
$4.00. 


Darwin's Voyage of the Beagle is still one of the finest books about 
Latin America, and Benjamin Subercaseaux is perhaps Chile's most attractive 
writer. The combination in the novel Jemmy Button is delightful. Using 
Darwin's narrative and the Diary of Robert Fitz-Roy, captain of the E.M.S. 
"Beagle," Subercaseaux has given us a fictionalized version of Fitz-Roy's noble 
attempt to civilize four savages from Tierra del Fuego by taking them to London 
and bringing them up properly. Unfortunately, good-natured Boat Memory dies of 
one of civilization's diseases, while Jemmy Button, Fuegia Basket and York 
Minster prove untamable and are returned to Tierra del Fuego, their last plight 
worse than their first. On his second trip to the uttermost part of South 
America, Fitz-Roy restores them to their native habitat, leaving a missionary 
to educate the Fuegians without turning them into déracinés. The moral is the 
same as that of Voltaire's Ingénu. Subercaseaux is French not only ty family 
background, but also by education. After so much turgid, bombastic literature 
about Indo-America, it is a delight to find a writer who can be telluric ina 
gracious Gallic way rather than in a ponderous Germanic mood 4 la Keyserling. 


i Unamuno. CANCIONERO. DIARIO POETICO. Buenos Aires. Losada. 1953. 
FD. 


This is a publication of the Hispanic Institute of Columbia University and 
is edited by the emeritus director of that institute, Federico de Onis. When 
Unamuno died on December 31, 1936, he left this work unpublished. It contains 
1,755 little poems he had written day by day between February 26, 1928 and 
December 28, 1936. Some of these poems are brilliart, many are whimsical and 
not a few are doggerel. In any case, each poem is dated, and this collection 
gives us an excellent insight into Unamuno's preoccupations during each day of 
an eight-year period. This work is an invaluable source for the spiritual 


biography of Unamuno. 


Eva Perén. MY MISSION IN LIFE. Translated by Ethel Cherry. New York. Vantage 
Press. 1953. Pp. 216. 


For a long time the Peronistas complained loudly that only a conspiracy by 


venture, or as a gallant attempt to disprove the conspiracy charges. A subsidy 
from Buenos Aires would not however be unusual in such cases. It has been said 
that we are each of us three people: the person we think we are, the person 
other people believe we are, and the person God knows we are. This book de- 
scribes the person Eva Perén thought she was, or wanted the public to think she 
was. Sex is used nowadays to sell soap, beer and automobiles. It is also a 
useful asset in selling dictatorship and demogoguery. Every serious library on 
Latin America should have this important but rather pathetic document. 


! 
U.S. publishers prevented the publication in this country of a translation of 
Eva Perén's La razon de mi vida. Now it has appeared, but it has been greeted 
with total indifference. It is possible that it was published as a commercial 


